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JANUARY 1951 ECONOMIC REPORT OF THE PRESIDENT

: MONDAY_, JANUARY 22, 1951

(This hearing was held in executive session of the committee, but is made a
part of the printed record by mutual consent.)

CoNgrEss OF THE UNITED STATES,
Joint CoMMITTEE ON THE ‘Economic Reporr,
Washington, D. C.

The joint committee met, pursuant to call, at 10 a. m., in room.
P-28, United States Capitol Building, Senator Joseph C. Q’Mahoney
(chairman) presiding. :

Present: Senators O’Mahoney (chairman), Sparkman, Douglas,
Benton, Taft, Watkins, and Flanders; Representatives Hart (vice
chairman), Patman, and Buchanan. .

_Also present: Leon H. Keyserling (Chairman), John D. Clark, and
Roy Blough (members) of the Council of Economic Advisers; Theodore
J. Kreps, staff director; Grover W. Ensley, associate staff director;
and Fred E. Berquist, minority economist, of the joint committee staff.

The CaalRMAN. The committee will come to order. I think all are
present now who have found it possible to come. I suggest, Mr.
Lehman, that you call the roll. ‘

(Upon roll call the following Senators and Representatives were
present: Senators O’Mahoney (chairman), Benton, Sparkman, Doug-
las, Taft, and Watkins; Representatives Hart (vice chairman),
Patman, and Buchanan.) i

The Cuarrman. The program this morning calls for a discussion
of the economic report by the members of the Council of Economic
Advisers with the members of the committee. The Council was not
invited to come with any formal statement. It was deemed better
policy, perhaps, to have a general discussion, or a general summary of
the problems that are presented to the Congress.

I think it might properly be sdid that the ability of the United
States to carry the load which is thrust upon it depends, first, upon the
maintenance of a sound economy of the United States, and, secondly,
upon the maintenance and expansion, if possible, of its productive
capacity. This involves a question, it seems to the c¢hairman, of
determining how great a shift in a defense economy must be made from
the ordinary pursuits of a peacetime economy to the essential pursuits
of a preparedness economy, if not a wartime economy. Of course it
also involves a discussion of the distribution of manpower, what man-
power can be taken from the production for civilian purposes to pro-
duction and uniformed activities on the part of the men in the Military
Establishment.

Perhaps, Mr. Keyserling, you might start the ball rolling with a
brief summary of what you understand the economic report of the
President to be;and supporting the document presented by the Coun-
cil of Economic Advisers.

1



2 JANUARY 1951 ECONOMIC REPORT OF THE PRESIDENT

STATEMENT OF LEON H. KEYSERLING, CHAIRMAN, COUNCIL OF
ECONOMIC ADVISERS

Mr. KeyseruiNg. Mr. Chairman, I appreciate the chance to do
this, and I will try to be brief. If at any time, even in the course of
my statement, any questions occur to any members of the committee,
they will be more than welcome. .

I think this committee has an enormous job to do, Mr. Chairman,
because as I look upon the administrative and legislative aspects of
dealing with the problem confronting us all—and it seems that this is

. the central theme of these reports

The CrairMaN. I might interrupt you. I marked two sentences in
the Economics of National Defense that you presented to the Presi-
dent in December 1950, under the heading of “ Price and Wage Policy.”
The first sentence was [reading]: :

The die has now been cast for price and wage controls which will cover progres-

sively more of the economy as the necessary organization is expanded and as the
defense program mounts. ’ .

The other sentence is [reading]:
The public will not want controls after it gets them, unless t_hey are demonstrably

- successful.

Mr. KevsgrLiNGg. Mr. Chairman, may I advert to a few other
matters before we get to these direct controls, because I think these
other matters may be even more important.

The Cuatrman. All right. '

Mr. KevseruiNg. What I started to say was this: As I look around
at the administrative and legislative aspects of the problem it seems to
me that what we most need for an effort of this kind is to relate the
parts to the whole in some kind of an over-all plan. I am not talking
about ‘“planning” in the controversial sense. But we should not slip
into the delusion of thinking, because the job is so complex, that no-
body is going to wrestle with the problem as a whole but that every-
body is going to deal only with the parts. That would seem to me
like saying that the traffic problem in New York is so complicated
that you can’t have a central plan for controlling the traffic. This is
why I think a central device like this committee, and I hope also some
kind of central device like the Council of Economic Adversers, can
help in this vast problem which we face. ’

Now, coming to the specific portions of the reports, I would like to
talk about three things: The problem of  programing,” or what might
be called the problem of “priorities,” the problem of production, and
the problem -of halting inflation.

Coming first to the problem of programing, the chairman said at
the beginning of his remarks that in the final analysis we are under-
taking to divert a large part of our resources suddenly to new purposes:
Diversion of manpower, diversion of plant and equipment, diversion
of the products of the soil, and diversion of our financial machinery.
The Council is not charged with the responsibility for deciding
whether that diversion should be one-fourth of the product of economy,
or one-third, or one-fifth, or one-sixth. This is for others to determine.
But with so large a diversion of the product of our economy quickly
to new purposes—manpower, matériel, plant, and equipment—the
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! .
first question we have to ask is: What are the quantitative magnitudes

of what is being attempted? <

This is necessary for two purposes: It is necessary, first, because,
obviously, if you are going to set out to do a job—and this 1s a quan-
titative job—you have to have a perception of what you are trying
to do. And it is necessary for a second reason, which relates to
economic policy. For every economic policy, directly or indirectly,
some obviously and some not quite so obviously, is directed toward
facilitating this diversion of resources on the basis of priority of
national purposes as determined by the Congress.

Just to take a couple of examples: With respect to the allocation of

materials, such as taking steel away from one purpose and allocating -

it to another, the diversion of resources is perfectly clear: It is not
quite so clear in other phases of economic policy, such as tax policy
and price and wage policy. But looking at tax policy, if the public
instrumentality of government is going to try, through taxation, to
accomplish certain purposes, what are they? Suppose one of them
involves the decision that, because we haven’t got enough goods to
provide consumers with as many supplies in the current kind of situa-
tion as we would have normally, therefore we should seek to hold
consumer income after taxes to a lower level than consumer income in
a prosperous peacetime economy so that demand and supply may be
- brought more nearly into balance. I merely use that as one illustration
of the fact that taxation is also an instrumentality for the redirection
of resources to new purposes, by an indirect rather than a direct
method. :

That is also true of price and wage policy, although it is less obvious.
I think if it were more obvious, less mistakes would be made, because,
after all, price, wages, and profits are the belt lines or the fluid used-in
the economy to get manpower in particular places, or to provide
incentives for effort, or to prevent too much goods and services from
flowing in one place and also to prevent too little from flowing in
another place.

The reason I labor this point is that I do not think this committee,
or any other group concerned with economic policy, could perform
any more useful function than to put a constant insistence on the need
for concrete programing: What are the goals? How do they relate
to each other as to type and magnitude?

Since the very foundation for rational economic policy in the de-
fense emergency is the quantitative, factual picture of what we are

trying to do, certain difficulties arise. There is difficulty because the =

most basic of all purposes is the nature of the military build-up, and
it is hard to crystallize this. It is hard to crystallize because we don’t
know what the aggressors are going to do. It was never crystallized
perfectly even during the height of World War II. Nonetheless, it is
important to move as rapidly as possible toward the crystallization of
what the military build-up picture is. The dollars are not nearly so
important as the basic requirements—the manpower, steel, oil, and
other requirements. In other words, what is this basic program
taking out of the economy, and consequently—and it can only be
consequently—what kind of economic policies do we want to adopt
to implement this prime priority.

"~

T
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It is not true—I want to emphasize this—it is not true that no
progress can be made, or even that no great progress can be made on
and effective programing operation, until you know exactly what
the military requirements are. That is important, but is not a
sine qua non. It is not necessary to wait, before going ahead with
other phases of programing, until you know exactly what the military
requirements are. The reason is because some of the other aspects
of programing are so large, in other words, the industrial take in any
program is so large, thé consumer take in any program is so large, that
these can be processed considerably without waiting until you know
the exact military picture. This-is true on the requirements side,
and it is even more true on the supply side, because the supply does
not come from the military—part of the supply goes to the military—
and, therefore, you can work out a pretty accurate picture on the
supply side, or ought to be able to, even before you have the refine-
ments of all military requirements.

In all of the excitement, and it is a legitimate and genuine excite-
ment, about price control and wage control, and all of the excitement
about taxes, I would like to plead with the committee always to re-
member that these are tools, these are instruments, these are drive
lines toward a purpose. But the purpose is the allocation of resources
in accord with certain priorities determined by the national situation.
And until you get a good picture of what you are trying to do, no
instrument of economic policy can carry you very far toward doing it.
Ifelt during the course of World War I1, and I feel even more strongly
now, that a simple, effective, comprehensive programing operation is
at the heart of economic policy.

Senator TaFr. And also the manpower policy. It depends on how
many soldiers you are going to take into the Armed Forces, whether
you take 18, or 186, or 19-year-old people. Those are far in the fore-
most of the minds of some people.

Mr. KuyseruinGg. I would say, Senator Taft, that manpower,
along with tools and equipment and products of the soil, are the basic
resources we are trying to shift to new purposes, and that the quanti-
tative picture needs to be built up, and T say advisedly—I understand
that this is an executive session

The Cramrman. If there is anything you want not to appear on the
record you better say so.

Mr. Keyseruing, I have no secrets.

The CrarrMaN. We intend to print this as we did before.

Mr. KeyseruinGg. I understand. I am just saying that I hope, as
the committee directs its attention to a succession of defense mobiliza-
tion problems, that you will place intense concentration upon progress
in programing.

The CrarrmMan. Unless you have knowledge of how much you are
going to do you can’t form a reasonable opinion on shifting.

Mr. KeyseruiNG. Yes, but it is amazing how frequently one finds
a tendency to process isolated parts of the problem before looking at
these in relation to the whole picture. .

I am not trying to'be a perfectionist in this matter. I admit that
‘we must deal with the parts before we have a perfect mosaic; otherwise
we would never get anywhere. I think there has got to be a balance:
But I would like to see more on the side of looking at the whole picture
than has thus far developed.
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Now coming secondly to the matter of production: After you pro-
gram, after you decide what you want to do to use your resources for
new purposes, the first question of economic policy which you then
face 1s how much of this new need are we going to satisfy by more
production, and how much are we going to satisfy by those variety
of controls which reallocate or divert the current flow of production.

Every time somebody raises this issue, if he mentions production,
somebody accuses him of saying that the whole job can be done by
production, and that we do not need controls; and if he mentions
controls, somebody accuses him of ignoring production.

What I want to emphasize'is that in a complex thing like this, you
need a complex of policies; there is no one single panacea. It cannot
all be done with controls; it cannot all be done with production; it
cannot all be done with taxation; it cannot all be done with price and
wage controls, most assuredly; it requires a complex policy based on
9 programing operation.

In considering how much reliance you want to place upon heroic
efforts to get more production, channeled along certain lines, and how
much effort you want to place on various methods, to redivert existing
production, I think the criteria should be very different now than in
a situation of all-out war. I have no way of knowing but that we
might be in an all-out war tomorrow, but I must proceed on the basic
hypothesis that whatever economic policies we formulate at the
current time must be formulated on the basis of a long, hard pull,
directed toward achieving peace and not war. This is true, even
though we must retain enough flexibility to shift quickly if we have
to. Based on a long, hard pull, there 1s validity in placing a great
deal of emphasis upon more production as against reallocating existing
production. In a post-Pearl Harbor situation, you must build up
military strength at the fastest possible rate, and there is no limit
except what you can do, and therefore only what you have left over
is for other purposes. You do not then have to meet the question
of what is the nice balance between the military build-up and the
industrial build-up. But there is a different kind of situation as we
see it now. We don’t know when the ultimate crisis will come, or if
the ultimate crisis will ever come. It may come this year, or next
year, or the following year after that, or not at all. o

Senator Tarr. Is it fair to say that the policy, whether you agree
with it or not, the policy is to prevent war in Europe, is to deter the
Russians from attacking, so you may fairly say that the foreign policy

“of the country is based on maintaining peace even though it is a
troubled peace for 10 years? I am trying to agree with your basic
theory that for thinking purposes it seems to me we have got to work
on the basis of a 5- or 10-year pull.

Mr. KeyseruiNG. I agree with that, Senator Taft. Of course, this
does not conclude the question of what the size of the military build-up
ought to be. Other people who are more competent than I will
determine that. I might think it ought to be larger or smaller, but I
have no particular competence in that at all. I may have a tempta-
tion as a citizen to say what I think it should be, but I am not an
expert on that phase of the job. '

Senator TAFT. Some people feel it should be 6,000,000 and some
3,500,000—3,500,000 seems to be the figure now.

-
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Mr. KevseruiNG. The point I was trying to make, Mr. Chairman
and members of the committee, is that enormous emphasis must be
placed upon production in a situation where, for a long period of time,
you are going to have to meet mounting burdens and strains. More
specifically, great emphasis must be placed upon those types of
industrial production which are geared up to the servicing of the
military effort for a long time. '

Considerable emphasis needs to be placed also upon civilian supply.
This does not mean the people can avoid sacrifices, or make progress
at the rate which they would expect in normal peacetime. But I feel
very strongly that, short of the galvanizing impact of an all-out war,
if the American people are to be willing, for a long time, to support
what you gentlemen here are trying to do, the people must feel that
they have not gone into a tunnel in which they see no opening at
the end. : ‘ '

The only way to supply adequately the three sides of the problem,
the military side, the basic industrial side which must take into
consideration the defense effort, and a reasonable flow of civilian goods,
18 obviously through producing goods and services. With a growing
population, with a rising military burden, and with need to maintain
a maximum industrial strength, production is the central keynote.

Senator Tarr. Let me interrupt, if you don’t mind. I agree with
you. Do you think, assuming, as I think you are, that you can’t
build that production up too fast to avoid control for the time being,
isn’t there a possibility of building it up in time to a point where we
can effectively abandon control? Isn’t that a popular goal, at least?

Mr. KevsEruiNG. If the international situation stabilizes in any
degree—and on that I can provide no information at all—if the inter-
national situation stabilizes so that even a very high level of defense
outlays become fixed over a period of years, then the dynamic character

“of the American economy is such that in the long run it will build up to
meet that additional strain. Therefore in the long run—and I will
emphasize the inflationary problem later—therefore, in the long

. Tun, we should progressively get to a point where any fixed level of

defense outlays, or even increased outlays short of all-out war, would
leave in succeeding years a larger residue for industrial and civilian
use and consequently impose a lesser economic strain.

Senator Tarr. There would be a decreasing military burden,
because if half the bill today is for new equipment, for a larger army,
that, after 2 or 3 years, may begin to decrease, and you may have a
falling military effort even though you maintain the same strength.

Mr. Keyseruing. I cannot speak specifically on that, Senator Taft,
but if you are going to push me as a citizen into saying what I have no
special insight on as an economist, I think probably the military build-
up ought to be even faster than it is now. '

Senator Tarr. I have no objection to it being faster. I agree with
you. What I mean is that 3 years from now you may see a falling
off in the military effort even though you have the same strength,
because so much of the equipment is for the equipment of new divisions
and the replacement of those divisions will not be probably as much

as the original.

' Mr. Keyserning. That might be, Senator Taft. What I would

like to say is this: Great emphasis upon production is valid, which-
ever assumption you take. If you take the assumption that a few
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years hence you are going to be in an all-out war, then we certainly are
going to be stronger if we build up our industrial mobilization base’
faster. If you take the assumption that we are going to be able to
level off the military effort, then, the greater our general industrial
strength, the less the economic burden of the military effort will be.

» The CrairMaN. And to do this you place emphasis on production?

Mr. Kevseruing. Very definitely, Senator O’Mahoney. But I
shta)ll not underestimate the problem of inflation, when I get to that
subject. .

Senator BEnToN. It is fait to say that Charles Wilson emphasized
this point and dielt on it in detail before the Small Business Com-
mittee this week. He said when we get through with this great bulge
of emergency production—and he described the problem of having
standby plants, standby production facilities, men, and so on—that
he anticipates this great 2- or 3-year bulge and then a drop back.
There is the possibility, it is one of the hopes, I think, that even though
the best we can now look forward to is a long, hard pull, that may be
3 ot 4 years from now we will have reached a level.

Senator Tart. If we had an increased production to take care of af
least the higher military budget. That was Mr. Wilson’s statement.

Mr. KeysEruiNG. If I am not rambling too much, I would like to
‘get in some other points on production, and then move into the in-
flation problem in which you are all interested. After all, this contest
with the Soviets T don’t think can belooked upon purely as an economic
contest, although I think it is largely that. It is also ah ideological
contest. I think we should, as much as possible, choose the weapons
we kriow best how to use. And the weapons we know best how to use
are ouf technology, our know-how, our capacity to make two blades of
grass grow where one grew before. I think if we concentrate upon this
as the central eiriphasis in the mobilization of the American economy
we can move further and further ahead of the Soviets, becdause this 1s
what weé can do best. , . _

Just to give you one or two illustrations: In 1949, most economists
appearing before this committee thought that the recession would be
long-lived, and that the Council of Economic Advisers was too sanguine
in its expectation of early and vigorous recovery and of a $300,000,000,-
000 arnnual output by 1954. So far as the Council was concerned
we felt that ours was a conservative estimate, based upon manpower,
technology, productivity, and resources. Actually, in the second
quarter of 1950; before the inflationary impact of the Korean develop-
ment, we were at an annual rate of output of approximately $270,-
000,000,000.- Itivas then clear that we were far ahead of the estimate
of $300,000,000,000 by 1954. :

Senator Doucras. That is the gross national product. That is an
inflated figure.

Mr. KgyserRLING. Senator Douglas I ain not differing with you on -
that. But there is a relationship between gross national product
and national incoime, and the eéstimate could be stated in terms of
eitlier.

Senator Doucias. If you take it iii absolute figures I think that
overstates the resources of the country. .

Mr. KevsgruinGg. 1 think that is right, because it includes some
duplicating elements. But I was not using it for the purpose of over-
statemerit. We could make the-same estimate on an incoime basis. .
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Actually all T am saying is that the technology and productivity of
the American economy in these last 2 or 3 years has exceeded the ex-
pectations even of the optimistic. And as we look a few years ahead,
I think the estimate which the Council now makes of a real growth of
about 25 percent in 5 years, is well within the capacity of the Ameri-
can economy if policies are properly channeled. -
Now I divert from the matter of production to the inflationary
problem. ‘ ‘ ‘
I do not want it implied from anything I have said that productivity
and production are such an answer to all problems that we do not need
" . any controls, or that we do not need to deal with the inflationary
problem. I emphasize this because I think it is so tremendously
important. In the first place, we cannot build up our productive
strength, with the problems we now face, in exactly the same way
that this strength would normally grow in peacetime. In normal
peacetime, the growth in productive power is widely spread over the
whole economy, including many things which are enormously useful
in peacetime -but which we just can’t afford now. In other words,
we now have to channel productive growth more pointedly into what
may be called the basic mobilization base, into those things which
add most to the fundamental economic strength of the country for
the purposes of defense and of war if need be. We have to build up
our steel capacity, and some other kinds of capacity, more rapidly
-than we would expect to do normally in peacetime, and consequently,
because our resources are limited, we have to lay emphasis on certain
types of required expansion and we have to cut back on other things.
So we need a channeling program. We can’t just get the desired
results through free competition in this kind of mobilization period.
For this reason, we need various types of controls.
¢ In the second place, production alone will not solve the inflationary
problem, for the simple reason that practically all production channels
income into the hands of business and consumers, while a large part
of the production is taken out of the civilian supply of goods and serv-
ices by the Government for the defense program and other programs.
In other words, no matter how much you expand production, if one-
fifth of the output is taken by the Government, you have five-fifths
of the income channeled to business and consumers while you have
only four-fifths for them to buy, roughly speaking.
- Moreover, the inflationary pressure becomes even more serious,
because the one-fifth defense take, or one-fourth, or one-sixth, or
whatever it is, is not spread over the whole economy. It is not spread
equally over steel, potatoes, oil, cotton, hogs, and so forth. It con-
verges upon certain points, and these points where it converges are
at very strategic sections of the economy. It converges on steel, it
converges on transportation, it converges on certain types of man-
power. In these cases the take is not one-fifth, but one-half, or 60
percent, or 70 percent, and this has a much greater straining effect -
than if it were generally spread over the whole economy. And because -
this convergence is at strategic sectors of the economy, the inflation-
ary impulse tends to move outward and to expand. So you have this
enormous inflationary strain.
- Now, how do you proceed to meet this inflationary pressure?
Well, there are two broad ways, taxation and other kinds of control.
First, as to taxation. The Council has taken the position that the
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strain upon our resources in a period of this kind is imposed by the
size of the defense take. In other words, if a nation decides that
it is going to put 4,000,000 more men into 'the armed forces and into
war production—taken together—which means production of non-
economic goods in the traditional peacetime sense, this imposes a
strain upon the economy because the people are not going to have
the manpower and the goods to use for normal purposes. If the
country decides to divert $10,000,000,000, or $20,000,000,000, or
$50,000,000,000 ‘worth of plant and equlpment to produce tanks air-
planes guns, and things of that kind, then the people are not going
to be able to enjoy the plant and equlpment for the production of
other things. This is the strain on the economy, as we see it, basically.
Whether our economy can stand a strain of one-fifth for this purpose,
or one-fourth for this purpose, presents the basic issue of how much
of your resources you want to allow for primary security. The
Council cannot give you guides on that.

Taxation, under this analysis, does not create the strain or burden,
broadly speaking. Taxation merely reflects the burden or strain in
a particular fiscal way.

We do feel that, for a strain of the now contemplated size, to
reflect it through taxation is more prudent, more economical, and
sounder than to reflect it through borrowing. Borrowing for national
defense leads the people to believe that they are “saving’”’ money,
when in fact there are no assets being created—or only slight assets
being created—underlying this “saving’”’ upon which the people can’
later capitalize. This is true because defense outlays do not create
productive goods for the general economy. If I put $100 in a bank,
and it is used to build a productive asset for the general economy,
then there is something on which I can later draw. But if I put
$100 in the bank, and it is then used to build a gun, there is no pro-
ductive asset being created on which I can later draw. This is the
basic philosophy underlying our emphasis on balancing the budget
in the current situation, which of course includes prudence in outlays
as well as various tax policies.

Senator Tarr. Mr. Keyserling, there is one proposition there that
I think is also worth thinking about. I feel that controls are neces-
sary, probably, but even if you have controls, if you have a con-
. tinuing deficit of $25,000,000,000 a year, let us say, for 5 years, it
is going to be 1mp0551b1e to prevent an increase in the price level, such
as occurred during the World War, in the same amount. In ‘other
words, while controls are effective in deterring inflation, or in price
rises, in the long run, if you once create this borrowing power, so to
speak, whatever you call it, I mean the spending power, borrowing
without anything against it, as you suggest, it is bound to ultunately
effect in decreasing the value of the dollar. :

Mr. KeyserLING. There is absolutely no question about that,
Senator Taft. Our reports have been founded constantly upon the
proposition that, when a defense effort takes as much out of the econ-
omy as we have ‘been talking about, there is certainly need for a com-
plex of controls. But the foundation of the whole anti-inflationary
effort is to get some equivalence or balance between spending power
and availgle goods.

Senator Tarr. Don’t you think there is some chance of a balanced
budget and also have control so that there-would not be much chance
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for the price level to vary? The people have gotten so broadly the
idea now that the dollar is bound to depreciate that you are going
to have a hard time selling bonds.

Mr. KeyseruinG. I think every human effort should be made to do
that. I think that, if tax policy is vigorous enough and firm enough,
and if credit controls and other measures of damping down purchasing
power are severe enough, and if you have some of the direct controls
which I think are needed, I don’t see why we ought not to be able,
with an over-all defense take which runs about one-fifth, roughly
speaking, of the output of the economy, and with increasing produc-
tion, to do a reasonable stabilization job. There was considerable
protection from inflation during World War II, with a defense job
which was 50 percent or more of the output of the economy, even
though tax policy did not go far enough in the direction of draining
off excess purchasing power. .

Senator Tarr. Even with controls in the World War we would like
it if we could hold the increase to 10 percent a year. We were run-
ning a deficit of $50,000,000,000 a year. It does not need to be 10
percent a year. It does seem to me you would face pretty nearly 5
percent, even with that policy, unless we approached it by the taxation
that you are recommending. ,

Mr. KuyseErLING. As a matter of fact, there really ought to be a
Government surplus during a period of this kind, but I do not want to
talk in an area of impracticability.

The CuAIRMAN. Basically, it gets down to a determination of what
the military element is going to be, if you are going to have a pay-as-
you-go policy. Now either you must measure your military diversion
against your receipts to have a pay-as-you-go program or else you
must boost your receipts to meet your military diversions. Isn’t
that what you are saying?

Mr. KeyseruiNG. There is no question about that, Mr. Chairman.

The Cuarrman. The only way to avoid a deficit is either to increase
the amount of money that is taken in by the Government or to de-

crease the amount of expenditures that the Government makes.

Mr. KeysEruive. Not only that, Senator (O’Mahoney, but in
addition the whole experience since Korea has shown that even a
vigorous tax policy lags behind in counterdcting inflation, for two
reasons: In the first place, there are many forms of taxes where
collections lag behind enactment. In the second place, the impact of
the accelerated defense program hits the economy even before the
contracts are placed and before the money is spent. The best proof
of this is what has happened to prices and wages since Korea. There
was not any great amount of increase in defense contracts, of a size
which would equate with what has happened to prices and wages.
KThe?CHAIRMAN. There was a cash surplus, was there not, through

orea]

Mr. Keyserruing. There was a cash surplus for a time. The main
point I am making is that the inflationary effect of a defense expansion
of this size is partly anticipatory, while the amount of taxes collected,
even after enacted, lag behind. This is another reason why there is
such great need to act vigorously and promptly on the tax front.

Now another point

Senator SPARKRMAN. Before we get away from that, how late are
we in taking vigorous action? Isn’t it pretty late already?
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Mr. KeyseruinG. It is late. There is no way of measuring it in -

months and days, Senator.
Senator SparkmAN. Hasn't it bulged a good bit already?’
Mr. KeysErLING. Sir?
Senator SParkMAaN. Hasn’t the line bulged a good bit already?
Mr. KeysErLING. Yes; Senator Sparkman, but not to the limits of

what it could do, and will do without much further very vigorous’

action.

The CratRMAN. The unfortunate fact, Senator, is the vigoreus,
supporting document of the Council of Economic Advisers shows that
the consumer prices have reached two all-time biggest in the last 6
months.

Senator SPARKMAN. I know that. In fact it reached it in just the
last couple of weeks. :

The Cuairman. The increase between June and September was
" practically duplicated by the increase from September to December.

Mr. KevseruinGg. Generally speaking, Senator Sparkman, there
has been an acceleration of the upward movement of prices and wages.

Senator DoucerLas. But as I remember the table that you produced,:

the total increase from June to December is only about 3% percent.

The Crairman. 3.6, I think it was. '

Senator Doueras. No; for June to December.

The CaatrMAaN. Noj; it is more than that.

Mr. KeyseruinG. I have the figures here and I would like to give
them to you.

Mr. Kreps. The figure on the cost of living I think is what he wants.

Mr. Kevseruing. The consumer price index has risen 3.2 percent
since the Korean outbreak and 4.2 percent since a year ago, and 5.5
percent since the post-1948 low. I would be glad to let you have a
table on that.

Senator SparkMAN. That is on page 133 of this booklet, isn’t 1t?

Senator Doucras. Yes. T want to make the point that the in-
crease has not been as great as we sometimes assume. It is only a
little over 3 percent in 6 months. The wholesale increase has been
about 11 percent, but the consumer increase has been only a little
over 3 percent. So we don’t want to overstate, and I am sure you
don’t want to either. I mean we do hot want to exaggerate the seri-
ousness of what has already happened.

The Crairman. If you look at table.-A-23.on page 193 of the report
you will note that under 1950 the consumers price index on June 15
for all items was 170.2, and that on September 15 it had increased to
173.8, an increase of 3.6 points. Then from September to November
it increased to 175.6, and the preliminary figure for December 15
was 177.4. That is your cost of living as measured by the consumers
price index. )

Senator Doucras. That is in points and not percentage. If you
put it on the percentage basis it is a little over 3 percent.

The CrATRMAN.-What I am referring to is this, that the increase,
on the basis of the consumers price index, from September to Decem-
ber has been practically identical with the increase from June to
September. ' .

Senator SPARKkMAN. On page 133 we find this statement:

While complete data for December afe not yet available, it should be noted ’
that the estimated increase in retail food prices of 3.2 percent between November

79017—51——2
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and December will alone raise the consumers’ price index for December by about
1.4 percent above November. Since other retail prices have undoubtedly also
advanced, the total increase in consumers’ prices in December will be substantially
above 1.4 percent. This indicates a rise of over 6 percent in consumers’ prices
during 1950, and of over 4% percent during the second half of 1950.

. Senator Tarr. I make it 4, the figure you actually gave, about 4.2
increase since June 15.
" The CrarrMaN. Are you talking about points or percentage?

Senator Tarr. That 1s percentage, according to the figure you just
gave for December 15. .

, The Cuairman. That is correct. You may proceed, Mr. Keyser-
ing. , . .

Mr. KevyserLiNg. Coming to the question of direct controls, I
want to say something which ties in with what Senator O’Mahoney -
and Sepnator Sparkman have said, and the point which T think Senator
Douglas made. The trouble with anything of this kind—it is not a
trouble in this committee but it is a trouble in most places—is that as
soon as one tries to state an important point, somebody interprets it
as saying that this one point is the only important point and that
nothing else is important It is very hard to state the importance of
dealing with inflation, and very hard to state the importance which
we think now exists for moving on the price and wage control front,
without giving the impression that this is the only important thing or
that it is going to be a solvent for all of our difficulties. One thing
that bothers me about Government policy is a random tendency—I
am not talking about any particular quarters—to swing from month
to month {o any extreme, one month saying, “We can do the whole
job without price and wage controls,” and the next month saying,
“If we do the job through price and wage controls, we are not going to
have any other problems.” That is nonsense. Price and wage con-
trols, I think, must be rapidly fitted into over-all programing, into
priority programing, into materials planning programs, and into a
fiscal policy program. If price and wage policies are fitted into these
other programs, as implements for doing part of the job, they can, I
think, be very successful and I think they are needed. But if price
and wage controls are regarded as a solvent for all problems, because
it seems simple to say, ¢ Well, if you don’t want price increases, just
put on price controls,” and “If you don’t want wage increases, just
put on wage controls, and then we will not have to do a lot of these
other things”—if that approach should be followed, I think it would be
a disastrous failure, and that would become more obvious week by
week and month by month. We have come to the conclusion, at
this time, that the direct controls are needed, along with other policies.

There are many reasons for this. For example, in the mechanics
of the collective-bargaining process, fiscal controls do not operate
rapidly enough or specifically enough to stop a chain of wage increases,
and cost increases following from wage increases, and price increases
following from cost increases, and then wage increases chasing the price
increases. Or it might be vice versa, with the priee increases coming
first; in fact, I think this is the more general situation.

Wage stabilization does not get away from the fact that wages are
one of the devices which the American economy uses to get people
to work efficiently and work in the right places. At a time such as
the present, some wages may be higher in some places where employ-
ment is less needed than in other places where employment is more
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needed. So wage stabilization or wage controls really do not endur-
ingly solve the problem. Even under controls, you need flexibility, a
constant series of adjustments. '

- The trouble with the word ‘‘freeze” is that it implies treating
everybody and every situation alike for an indefinite period of time.
I am not arguing against freezes as such when they are used to
expedite efforts to stabilize. But the word “freeze’” denotes to the

- average person that the simplest way to do the job is to treat every-
body and everything uniformly for an indefinite period of time and
that this will be fair and workable. That is not what the price system
and the wage system is, as we use it, and it would become that only
if we were to substitute for the price system and the wage system a
system of total Government control, not only along fiscal lines, but
also along manpower and material lines. In other words, if we had
a completely dictated-to economy, such as the Russians have, there
would be less reliance on the price and wage mechanism of adjustment,
But we do not want that kind of system—ours is more efficient and
productive.

Senator Tarr. We have had a specific case during the World War
in the fact that the wages in the lumber industry were very low
compared to other places, yet it was harder work, and as you drafted
the manpower of the country everybody quit the lumber industry,
they went to work in the factories, and consequently you had to raise
the wages for cutting the timber, and, of course, you had to raise the
prices on lumber. '

- You could not freeze unless you are prepared, as you say, to just
take the men and march them into the woods, or you make them work
under a gun.

It makes more specific what you are saying.

Mr. KevseErLiNG. In summary, the Council feels we should have
vigorous action on wage-and-price controls. We feel that this action
must be founded, as rapidly as possible, on a fiscal policy which gives

" direct controls a chance to work; without this fiscal policy, they will
not even have a chance to work. Finally, both wage and price policy
and fiscal policy must be founded far more than they have been thus
far on sound and comprehensive programing. It took us 2 or 3 years
after 1940 to get this kind of programing, and then everybody woke
up to the fact that it was the very heart of economic mobilization.
Based on that experience, we must move much faster on effective
programing now.. :

The Cuamrman. The difficulty, Mr. Keyserling, is that programing
and priority cannot be regarded as a fixed point because nobody knows
what is going to happen.

Mr. KevserLING. It is not a fixed point, Senator O’Mahoney, but
it is a constant problem and must be dealt with. :

The CrairMaN. When that moves, everything else moves, fiscal
policy and controls. . .

Mr. Kevseruing. That is true, the economic policies must be
adjusted to program requirements.

Senator Tarr. Let me ask two questions on the stabilization

problem.

-:What can we do about farm prices? How does it happen that
prices are as high as they are? Why is parity so high?

Have you any views on that question?
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I saw a statement in the paper this morning to the effect that corn,
wheat, most of the things, are still well below parity. I wondered
why. Y .
The CrairMaN. Well, parity is the ratio to the cost of what the
farmer must buy, and so when your industrial prices rise your parity,
necessarily, must rise. Co

Senator Tarr. I have always regarded parity as a fair picture of
what the farmer ought to get compared to other prices. But have
we got parity too high? :

; Mr. KevseErLING. Let me comment about that, Senator Taft, if
may. : .

First, the Council has thought that, as the Congress gets more into
the stabilization problem, it will have to wrestle with the farm side as
well as other sides.- In other words, you can’t treat the side farm as
sacrosanct and say that we will touch everything else except that.

T might add this comment, which applies more particularly to the
pre-Korean situation, but which may still apply now in part at least.
~ The farm-support program, as I understand it, and you gentlemen

who have worked on it so long and well will correct me if I am wrong,
has been basically an effort to get for the farm population a larger share
of the national income than they-would get under the automatic
operation of the free market. Whether right or wrong, that has been
the purpose. I happen to think it has been right in the main.

In other words, the Congress looked the situation over, covering a
long period of time, and concluded that, under the operation of the
free market, because labor is organized and farmers are not, because
business is organized and farmers are not, because others administer
prices and farmers do not, because others are not so subject to weather
conditions, etc.

The Chairman. I am glad you mention the administering of prices
versus the free market.

Mr. KevserruiNGg. Weighing these factors, the Congress reached
the decision that it wanted a national policy to see to it that the
farmers got a larger share of the national income than they had been
getting, relative to the rest of the population.

This has been the economic rationale of farm policy, and I believe
that it has been of benefit not only to the farmer, but also of benefit
to the whole country, to have a better balance of income.

Now, the interesting thing is that while this has been the purpose,
and presumably is still the purpose, almost everybody is prone to
look at prices rather than at incomes. :

Measuring farm prices from the 1939 base, or the 1940 base, they
undoubtedly, taking that whole period, did go up faster than most
other prices.- So did farm income. Nonetheless, wheh we honestly
look at the income side we cannot say, everi making allowances fof
nonmonetary rewards to the farmer (whatever these may be), we
cannot yet, honestly say that the farmers have yet caught up with.
other comparable sectors of the econoimy on an economic basis.

Now, when I say this some people will say, “How abotit the farmers
riding to meetings iii airplanes?”’ But I say that these farmers have
to be compared to top industrialists, not to the industrial population.
generilly. They are not the average farimer any mote than the top
mdustrialist is the dvefage in the irban eéconoiny.
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When one, looks at the over-all picture, we are still challenged by
the fact that there has not yet been achieved even rough equivalence
of income and standards of living between city people and farm
people. Yet there is a dilemma, because to check rising prices they
must be checked everywhere, on the farm as well as in the city.

The CrairMAN. I think it might be appropriate to insert in the
record at this point the provisions of section 402 (d) (3) of the Defense
Production Act, that being the section which controls the fixing of

_parity on agricultural commodities that is part of the act of September

8, 1950, of course.

. (Sec. 402 (d) (3) of the Defense Production Act of 1950, reads as
follows:) ' g

No ceiling shall be established or maintained for any agricultural commodity

below the highest of the following prices: (i) The parity price for such commodity,
as determined by the Secretary of Agriculture in aceordance with the Agricultural

* Adjustment Act of 1938, as amended, and adjusted by the Secretary of Agriculture

for grade, location, and seasonal differentials, or (ii) the highest price received by
producers during the period from May 24 to June 24, 1950, inclusive, as determined
by the Secretary of Agriculture and adjusted by the Secretary of Agriculture for
grade, location, and seasonal differentials, or (iii) in the case of any commodity for
which the market was not active during the period May 24 to June 24, 1950, the
average price received by producers during the most recent representative period'
prior to May 24, 1950, in which the market for such commodity was active as
determined and adjusted by the Secretary of Agriculture to & level in line with the
levél of prices received by producers for agricultural commodities generally during
the period May 24 to June 24, 1950, and adjusted by the Secretary for grade,
location, and seasonal differentials, or (iv) in the case of fire-cured tobacco a price
(as determined by the Secretary of Agriculture and adjusted for grade differentials)
equal to 75 per centum of the parity price of Burley tobacco of the corresponding
crop, and in the case of dark air-cured tobacco and Virginia sun-cured tobacco,
respectively, a price (as determined by the Secretary of Agriculture and adjusted
for grade differentials) equal to 662 per centum of the parity price of Burley
tobacco of the corresponding crop. No ceilings shall be established or maintained
hereunder for any commodity processed or manufactured in whole or substantial
part from any agricultural commodity below a price which will reflect to producers
of such agricultural commodity a price for such agricultural commodity equal to
the highest price therefor specified in this subsection: Provided, That in estab-
lishing and maintaining ceilings on products resulting from the processing of
agricultural commodities including livestock, a generally fair and equitable margin
shall be allowed for such processing. Whenever a ceiling has been established
under this title with respect to any agricultural commodity, or any commodity

- processed or manufactured in whole or in substantial part therefrom, the President

from time to time shall adjust such ceiling in order to make appropriate allowances
for substantial reduction in merchantable crop yields, unusual increases in costs of
production, and other factors which result from hazards occurring in connection
with the production and marketing of such agricultural commodity; and in
establishing the ceiling (1) for any agricultural commodity for which the 1950
marketing season commenced prior to the enactment of this Act and for which
different areas have different periods of marketing during such season or (2) for
any agricultural commodity produced for the same general use as a commodity
described in (1), the President shall give due consideration to affording equitable
treatment to all producers of the commodity for which the ceiling is being estab-
lished. Nothing contained in this Act shall be construed to modify, repeal,
supersede, or affect the provisions of the Agricultural Marketing Agreement Act
of 1937, as amended, or to invalidate any marketing agreement, license, or order,
or any provision thereof or amendment thereto, heretofore or hereafter made or
issued under the provisions of such Act. Ceiling prices to producers for milk used
for distribution as fluid milk in any marketing area not under a marketing agree-.
ment, license, or order issued under the Agricultural Marketing Agreement Act of
1937, as amended, shall not be less than (1) parity prices for such milk, or (2)
prices which in such marketing areas will bear the same ratio to the average farm
price of milk sold wholesale in the United States as the prices for such fluid milk in
such marketing areas bore to such average farm price during the base period, as
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determined by the Secretary of Agriculture, whichever is higher: Provided, how-
ever, That whenever the Secretary of Agriculture finds that the prices so fixed are -
- not reasonable-in view of the price of feeds, the available supplies of feeds, and
other economic conditions which affect market supply and demand for milk and
its products in any such marketing area, he shall fix-such prices as he finds will
reflect such factors, insure a sufficient quantity of pure and wholesome milk, and
be in the public interest, which prices when so determined shall be used as the
ceiling prices to producers for fluid milk in such marketing areas.
Senator SpARkMAN. May T ask this question: TIsn't it true that

there was a drop, in proportion, of farm income this year?

The CaatrMan. Yes. .

Senator SPARKMAN. In other words, the farm group of this country
had a reduction in income while practically all other groups wefe
receiving an increase. :

N The CuatrMaN. Yes. That is fully set forth in the various tables

ere. ‘ -

Senator Tarr. Op December 15 farmers were receiving 108 percent
parity, on the average. Table, page 195. A-lot of products are
below parity. Their total receipts are 286 compared to 265. That
is better than it was on December 15 a year ago. Then we only had
233 received and 246 paid out. So there has been a steady increase
this year, from 95 percent of parity, to 108 percent.

- Mr. Bucaanan. But the total farm income is less in 1950?

Senator SpArRkMAN. Yes. And that 108 percent has been reached
by a relatively few farm products that have gone far beyond parity.

We might use the same illustration-in the industrial field. There
might be a group of workers getting far beyond what would be a
parity among industrial workers, yet we don’t hesitate to let the
lower group raise their income to catch up with the cost of living.

- I take it there will be no great protest against the 20-percent wage
increase in coal, because it 1s generally recognized—I am just guess-
ing .

Senator TAFr. Yes; just guessing.

Senator SparkMaN. Certainly there was no protest as to steel.

The CaArrRMAN. I think the general public has always been sympa-
thetic to the eoal miner, because most people don’t want to work
underground in coal mines, and will say, of course, let them get what
they can get.

Senator SpArkMAN. I think probably we would be safer to go back
to steel. That is a fait accompli. There was no protest aganst the
steel workers. Mr. Fairless announced it ahead of time that he
thought they were entitled to it. '

Mr. KeyserLinGg. Well, the problem of price and wage stabilization
is enormously complicated by the problem of whether we are in for
an all-out war or in for a long hard pull of gray mobilization. Let
me give you one example.

We have said that a tremendous amount of emphasis needs to be
_ placed on getting more production of the right kind. We haven’t

hesitated to say there ought to be considerably longer hours, at least

in strategic sectors of the economy. :

This brings us to the question: How do you pay workers for the
longer hours? Let’s first take the assumption—though I am not
advocating this—that you pay them only at the regular rate. No one
would propose, as & practical matter, that you could ask them to
work the longer hours for nothing. You would then have, through the
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process of working longer hours, an increase in total wage earnings,
at a time when the increased production resulting from those longer
hours, broadly speaking, is going into the defense effort, and therefore
1s not available for general consumption. So you get that inflationary
adding of dollars to the wage stream side, even if you don’t pay at.
time and a half. '

And if pay is considered at time and a half for overtime, you come

“to the next part of the question——

Senator Tarr. Take it away in taxes.

Mr. Keyseruing. Taxation is the best approach. But there is a
question of how far to go in taxes. Let’s suppose you did take it away
in taxes. Then you would have this question: Assuming that for
2 or 3 or 4 years the size of the defense program was going to be cuch
that you couldn’t increase the civilian flow of goods. would you then
want completely to remove—I use the word ‘‘completely’” advisedly—
would you then want completely to remove the incentive which comes
from people feeling that as they work harder and longer they are
getting something more, even if only on paper?

This is a terribly difficult problem. : )

If you say that the sole objective of economic policy is to have an
absolute control over inflation, without considering anything else,
then the problem is simpler. But onge you realize that in addition to.
fighting inflation you want to have incentive, you want to have good
industrial relations, you want to have technological and other pro-
ductive progress which in the long run may help you even more than.
controlling inflation, then you have competing objectives to reconcile.
That is why any one-sided approach, it seems to me, is so dangerous.

To say that you can do this whole thing 100 percent by action on
one front alone, is tough, yes, but is it sound? -

Senator Tarr. I would say that under present prices farmers are
certainly prosperous. I have been through every rural county in
Ohio this year. They are well off. There is no question about that.

Mr. KevsErRLING. Yes; there is no question about that generally
in your area. _

Senator Tarr. Perhaps, except in the very poor farm country, in:
the southeastern part of the State.

Undoubtedly, it looks as if the parity prices must be high, in those
particular things. :

-~ The CuairmaN. May I ask this question: If the Economic Council
now is willing to take a position with respect to specific legislative
" action?

Everything that has been said today, it would seem to me, has been
based upon the assumption that we are dealing with the law as we
now have it, except with respect to taxes. ’

- Mr. Kevseruing. Well, Senator Sparkman, you say except with.
respect to taxes. Of course, on the tax front, the only way you can.
- get more taxes is through congressional action.

The CratrmaN. There is a general assumption that there will be
another tax bill. '

Mr. KevserniNg. Of course, the operating details, as to what kind
of amendments to legislation may be required, are being worked out
by the operating people, who are daily running into a wealth of
experience.

Senator TarFr. There is pretty broad power.



18 JANUARY 1951 ECONOMIC REPORT OF THE PRESIDENT

Mr. Keyseruing. In other words, the details of what kind of
amendments to laws are needed are being worked out by Mr. Wilson,
and those training up to him on the operational front, which the
Council is not. '

I strongly believe that there is sometimes too much of a tendency
to concentrate upon getting more legislation, as distinguished {rom
making the best use of the broad legislation which has already been
enacted. Undoubtedly, some additional and amendatory legislation -
is needed. But we do not need new tax legislation. I have already
suggested the need. for some changes in the Defense Production Act.
But there is plenty of legislation now on the books to enable the
operating people to do a lot of good work if they act with yigor, if
they are courageous, if they are competent, and if they learn from
experience. : .

I cannot emphasize too strongly, here at the conclusion of my testi-
mony, the need for a comprehensive and unified programing opera-
tion. The legislation to permit this is already on the books. It is
up to the operating people to achieve the result. If this result is
achieved,- the economic mobilization can move ahead rationally,
quickly, and successfully. Without adequate programing, the prob-
lems will multiply and the solutions will be inadequate. )

There is also need for operating people to pay even more generous
attention than they have been to the general economic thinking of an
. organization like the Council of Economic Advisers, which the Con-
gress so wisely set up to help provide a framework for specific_eco-
nomic policies. The operating man who is in a hurry, and I haye
had a lot of operating experience, is prone to push aside general think-
ing as mere talk when he wants action. But his actions would be a
lot sounder if he lets some of the people who have time to think help
him once in a while. I believe that the Employment Act of 1946
recognized this, and that this committee recognizes it, and that the
committee can exercise a very salutory influence by impressing this
point upon people both in legislative circles and other circles. Specific
economic programs and decisions should constantly be fitted into &
general framework.

The Council of Economic Advisers has an excellent professional
staff, made up almost entirely of people who have had real operating
experience. They are practical people. But they realize that thought
without action isno less dangerous than action without thought. The
more we can apply sound economic principles, and the over-all point
of view, to the solution of specific mobilization problems, the more
successful the whole effort will be. o ‘

We need some more legislation, but even more, we need to do a good
job with the legislation that we already have.

When you come to the matter of whether, in a broader sense, there
is need for changes in legislation, I have a few things to say.

The Defense Production Act in itself, in dealing with the wage
and price problem particularly, is certainly not a perfect bit of legisla-
tion. :

The main defect, in broad economic terms, is that the act looks at
wages as a cost, which it is, and therefore relates action on the wage
front to action on a particular price front in' the same industry.
From the viewpoint of business costs, that is, presumably, sound in
any kind of wage stabilization policy. But from another viewpoint,
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from the viewpoint of cost of living, or what the worker buys, it is,
to a degree, meaningless. If you freeze the price of steel, and the
steel wages, the steel worker says, “I am not buying steel, I am
buying rent, clothing, food, and those prices are spiraling.” So it
follows that wage stabilization must be related to the general price
level and not just to prices in an industry. In this respect, thé
Defense Production Act is defective.

Then there is an additional problem in wage stabilization, which
makes it complicated, and this is that once you start on wage stabili-
zation you have to cover, I believe, an even more generalized front
than on the price side. In other words, even if it may be arguable
that you can freeze the price of steel without freezing the price of
copper, certainly on the wage front the structure is such and the
interrelationships are such that you cannot freeze steel wages because
you have frozen steel prices and at the same time leave automobile
wages untouched. As a matter of fact, you may want workers in
steel and you may want workers moving out of automobile produc--
tion.

Senator Tarr. T had quite a discussion with Roberts on this wage
stabilization. You face, of course, in this wage thing the whole
question of the effect of taxes. You begin first with the idea that
you are going.to.increase .wages.in.accordance with the cost of living.
T don’t greatly object to that. But, when you have two or three
long-term contracts, you have the problem: Do we put our O. K. on

_this contract for 3 years? If they once do that, is it set? Is that
increase going to take place automatically with the cost of living?-
I don’t greatly object to doing that, increasing the wages with the
¢ost of living; but, if you do that, you have to make some violent
exceptions on taxes, particularly on excise taxes, because they would
count into the cost of living unless you have a specific provision that
they don’t.

“In other words, I think it is clear, in theory,-that if you put addi-
tional income taxes on they ought not to be able to use that as a basis
for increasing wages. Furthermore, there ought to be a way to
impose excise taxes, not exactly on necessities but on some semi-
necessities. They ought not to be able to increase wages to meet
those costs.

That requires a modification of a contract like the General Motors
contract.

Then you-have the theory that you have a 3- or 4-percent increase
for an assumed increase in productivity, which may or may not take
place, and which will not take place if you shift them into war work,
where there is no way of telling whether you have increased produc-
tivity. There you have a problem of disapproving a factor of the
General Motors contract. You have a complicated problem.

Mr. KevsEruing. On the productivity aspect, Senator Taft, there
might be two ways of handling it. One way would be to leave the
productivity formula in the contract and then recognize

Senator Tarr. If you could.

Mr. KeyseruiNG. One way would be to leave it in the contract and -
to find some way of preventing it from entering into the general
spending stream until goods became more plentiful. :

Senator Ta¥r. Itis a modification of the contract; that is my point.
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Mr. KeyserLING. Yes; even that would be, in a sense, 'a modifica-
tion of the contract.’ ' R

I feel that there is a lot of merit in some of the proposals of this type.
I believe that Senator Douglas has made some, relating to compulsory
saving. The point is, whether you leave the productivity formuls in
the contract or not, you can’t have a formula which grants wage

“increases based upon tlie rate of increase of civilian'supply in a peace-
time, prosperous economy, and let that go into the spending stream at
a time when the military take is so large that an increase in consumer
supplies isn’t taking place. . . ,

The Crarman. If General Motors should turn over to the produc-
tion of items for the military program and productivity should increase,
would that necessarily

Senator Tarr. You can’t prove it. '

Mr. KeYsERLING. The main point we are making is that, even if
the productivity and production are increased, this can’t get to the
people who are going to try to buy the goods with the more wages if the
military take is draining off the increased production.

- Senator Tart. I object to the whole theory of the General Motors
contract, but I was interested in this. '

Senator BEnToN. Is productivity in the contract?

Senator Tarr. No. They automatically get an increase every.year,

“on the théory that they are absolutely certain to achieve that increase
in productivity. ' ‘

Senator BExToN. It isn’t tied up?

Senator Tarr. No. o

Senator SpaRKMAN. It is tied only to the cost of living.

Senator Tarr. No; ¢ost of living plus an automatic 3- or 4-cent
increase due to the assumed increase in productivity, the average over
the last 20 years, or something like that. -

Senator BEnToN. Four cents an hour, Mr. Berquist says. Is that
about 4 percent? ' :

Senator TArr. About 2 percent—2% percent. I objected to it
when they did it. It seemed to me that, between them, management
and labor were taking the whole benefits and leaving nothing for the
consumer, who ought to get most of it, anyway. . '

The Cratrman. Well, that completes your summary; does it, Mr.
Keyserling? : '

Mr. 'KeyseruiNG. Yes, sir. I appreciate the attention of ‘the
committee. My colleagues may want to make some statements, or
you may want to ask some questions.

The Crairman. Dr. Clark, have you anything to say on this or
on any other point? . ‘

\

STATEMENT OF JOHN D. CLARK, MEMBER, COUNCIL OF ECONOMIC
ADVISERS

Mr. Crark. Mr. Chairman, I think perhaps-first it might be of

nterest to the committee if I were to say a word about the change
. that has occurred in our position.

Immediately after the Korean outbreak, our advice to the Presi-
-dent, on which he made his recommendations to the Congress, was
that the prospective increase in the defense expenditures were not
0 large but that the resulting inflationary pressure could be kept
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pretty well in check. I say “in check” because none of us think that
you are going to be able to prevent slow price increases. We believe
they could be held in check by the vigorous use of a limited range of
controls. And we did not advise résort to wage and price control.

We maintained that position until the 1st of December. There was
a good deal of criticism of that. The feeling was that the administra-
tion was not going far enough. But the results seeméd to be such as
to vindicate our point. :

Following the middle of September the price advance was very slow
and by the end of November there seemed to be an uneasy but reason-
able relationship between wages and prices and a good chance that the
limited controls which by that time had been put into effect progress-
ively would be successful, as successful as such Government action
ever can be.

Immediately after the situation changed from a limited military
adventure in Korea to a rather wide state of warfare with a major
Communist power, we recognized that the inevitable expansion and,
more importantly, the speeding up of the defense program would
create inflationary pressures stronger than those which could be held
by the limited controls, and so we recommended resort to wage and
Pprice control.

-Now, I would like to say a word about the prospects as I see them,
becdause in“making -policy yoéu 'are always anticipating the problems
that are to be met, and not relating them to any historical conditions.
- For the next 60 days there will be very heavy payment of taxes.
Probably a very heavy surplus will be accumulated. I think 2 years
ago I told the committee that 40 percent of all income-tax payments
are made in -the 100 days from the middle of December until the
latter part of March. What is called the Mills plan for expediting
corporate tax payments will this year make the proportion of tax
payments in the first quarter of the year even heavier, in relation to
the year’s income, than was true 2 years-ago.

But beginning with April, at the very time when the defense
program gets into full swing, and expenditures begin to mount rapidly,
demand upon manpower, upon -resources, will expand rapidly and
we will enter a deficit situation. )

I have said this to emphasize the point made by Mr. Keyserling
that very early action in increasing taxes is essential if you wish to
make fiscal policy as valuable as fiscal policy can be in curbing infla-
tion. :

.~ Do not be misled by the fact that during the next couple of months

we are going to have a surplus. The higher taxes must be put into
effect early or you are going to have a wery serious inflationary gap
develop.

Senator Douglas referred to the slow rate of increase in retail prices,
as shown by the consumers’ price index, as compared with the in-
crease in wholesale prices. That, I know, he didn’t mean to offer,

as any optimistic point. It is quite the contrary. '

~ We have a very large potential increase in retail prices to come as

a result of the increases in wholesale prices which have already taken
lace. '

P The figures for December will reflect increases in retail prices that

probably do not represent more than one-third of the increase in retail
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Prices which would be expectéd to follow the increases in wholesale
prices which had taken place up to December.

And that potential still rests in out price structure.

. Since the first of Décember wholesale prices have been advancing
at double the rate they were advancing in the preceding 2} months,

That has happened without any immediate expansion of the defense
program or expansion of defense expenditures, but solely as a result
of the changes that take place in the purchases of business and con-
sumers on account of the expectamons they have of what is going to
‘be happening.

So by April we will really be confronted with a. very serious problem
of inflation if action has not been taken, first, through the imposition
of higher taxes, for which, of course, corporatlons and business firms
make provision currently, so that the higher tax rates will be some-
what effective immediately, and through the changes in the tax law
that will have to drive taxes down in the lower-income groups, which
will be subject then to withholding taxes.

On the matter of the monetary policy, Mr. Chairman, on which
you are going to have a full session later with the panel, 1 thmk the
problem is now dead.

I don’t believe that there can be any problem of credit expansion
under the conditions that will soon be created.

The combination of the control of prices with the increasingly severe
limitations that are being imposed upon certain kinds of business a¢-
tivity, the prevention of the use of materials in many kinds of business
activity, will, I feel, by the middle of the year, begin to create a con-
dition of a plethora of funds seeking investment.

I think the financial markets are already beginning to show an
appreciation of that fact. I notice that the bank eligible bonds jumped
up on Friday, on the financial markets, showing that the banks now
believe that they are going to have to be hunting investments.

That is being expressed in many cases in institutional investing
circles. They are showing quite clearly, particularly among the
building and loan associations, an uneasiness of where they are going
. to find an outlet for funds.

Well, if that situation develops, we are not going to have any prob-
lem of expansion of business loans like that which has caused so much
discussion recently.

The Cuatrman. The Federal Reserve Board charts received by this
committee on December 27, on page 9, indicate that commercial bank
bank loans in 1949 were running shghtly more than 40 billion, but
that in the latter part of 1950 they had risen to 50 billion.

Mr. Crark. Yes. There-was a very heavy increase in bank loans
during the year.

The Cratrman. That is likely to continue?

Mr. Crark. I don’t see how it can keep up.

The CuatrmaN. That is the point that you are making?

"Mr. Crark. Yes, sir.

The CrHAIRMAN. That the conditions which are developing, without
fmy s?pemﬁc action by the Government, will themselves limit bank
oans?

Mr. Cragrk. That is the point I make.
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Senator Benton. Mr. Clark, will you repeat your estimate of the
increase in retail prices already inevitable out of the increase we have.
already had in wholesale prices? :

Mr. Cragrk. Senator, the rule of. thumb which has been quite com-
monly applied to indicate how far retail prices will move in response
to changes in wholesale prices is that they will show about 80 percent
~ of the change, “vith a lag of about 60 days. That is a rough rule.

Senator BeEnTon. Where does that get us?

Mr: Crark. We_have nothing yet for December excepting food
prices. This week we dught to get the retail picture in the consumét

.price index, on December 15. I think it will be higher than the figure
that was given to the chairman, but the changes that had taken place
up to the 1st of December represented about one-third of the price
increase that would be expected as a result of wholesale price increase
occurring prior to December.

Senator BExToN. So, if we went up 4.2 percent, as Senator Taft
just calculated, you say we are going to have 12.6 percent? :

Mr. Crark. I don’t think it is a percentage. I think it is a dollar
amount, Senator. So, it wouldn’t be that much.

Senator Benton. Well, double what we now have?

Mr. Crark. Yes; in dollar boost.

Senator BEnToN. Retail prices will go up more than they now have
gone up, even with no further changes in wholesale prices?

Mr. Crark. Yes, sir. Quite a bit more, unless action is taken
through, taxes, taking money away from the consumers, and in other
ways, to prevent-that notnial process from: working itself out.

The CuairMaN. Being generally agreed that the effect of any tax
bill lags behind its enactment, and therefore has not an immediate
effect on rising prices, and assume that, for the purpose of this ques-
tion, perhaps the pay-as-you-go-system will not be completely closed,
that we will not be paying for the new expenditures of Government,
which would result, of course, in deficit spending, what would be the
effect of the commercial bank expansion of deposits on Government
bonds that they would take out? .

Mr. Crark. Upon Government bonds?

The CuairMAN. Noj; the increased money supply created by the
deposits which the commercial banks will have on their books when
they buy the bonds of the Government?

Mr. Crarg. . Well; that is highly inflationary.

" The CrairMaN: How dre we going 6 get away from that?

Mr. Crark. Only by price control, in our opinion.

The Cramrman. Taxes and price control? ‘

Mr. Crark. Well, price control, if it were placed on immediately,
would be coming in at the very time when your fiscal policy is not
yet getting under way. By the time the troubles of price control
begin to develop as we unfreeze here and there, your fiscal policy
ought to be coming in, and will be coming into effect, if you act early
enough in passing the tax bill. The timing is such that they really
supplement each other very well.

Your price control will work best in the first days, the first day,.
less well the-next week, but it will hold the situation in this early
petl)'iod, before your fiscal policy will come along to take on the main
job.
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The CuairmMaN. When you think of taxes do you think in terms of
increased income taxes, increased excise taxes, and if so what types
of commodities, or general sales tax? =

Mr. Crarx. We have thought of all of them, Mr. Chairman. The
Increase in corporate taxes and in the income-tax rate we think abso-
lutely basic. The increase in excise taxes, of the general type we
have now, we consider very important. .

In order to get much from them it will be necessary to drive those
taxes pretty high and-add some commodities that are not now subject
to the tax. R T

The sales tax we feel must be considered as a part of the problem

of the action to be taken with respect to income taxes applying to
. the lower income groups. :
The solution can be, either all income tax or all sales tax, or as a
- combination. It is going to be a very difficult problem for the Con-
gress to reach a decision on, but the tax revenue will have to come from
that source -of private income, because it simply cannot be gotten
adequately from the other sources. .

Senator Benton. How can you avoid the combination? You
can’t get $16,000,000,000, can you, except by a combination?

Mr. CLarx. Well, my pencil ran out at $15,000,000,000, but I
think $15,000,009,000 can be gotten through a combination without
the sales tax.

Senator Doueras. Mr. Clark, what should be our target of new
taxes, should it be the 16 billion, the difference between the expected
yield-of present taxes and the 71% billion contemplated by the Budget,
or should it be that 16} minus the net receipts overpayments and
social security, which would be a $3,000,000,000 deduction; is our tar-
get 16)%, is it 16} or is it about 12%?

Mr. Cuark. Mr. Keyserling didn’t want to suggest a surplus, but
I just go this far: I think there is a tremendous advantage in the
attitude of the American people if you have a budget balance, Senator.
Therefore, I would be willing to have a cash surplus, which is what
you would have if you had 15 or 16 billion dollars of additional tax
revenue, plus the cash surplus in the trust accounts. ,

Senator Doucras. But if we were to raise only 12% billion by taxes
the Treasury would not be forced to go to the banks to borrow, so
that that element of inflation would not exist? ,

Mr..Cragk:. That is.right, it would.not, but one reason I take that
position, Senator, is, let’s have a budget balance, and then have this
‘cash account surplus on top of it, if we can, because I think none of
us believe that you can actually halt the inflationary spiral just by
having a fiscal balance. The forces that are bringing about the in-
creases in prices are not closely.enough connected to the purely mone-
tary factors. .

Senator DouaLas. Well, there is a case for controls and for credit
policy in addition?

Mr. Crark. Oh, yes. .

Senator DouaLas. In other words, would we be doing so badly if
we raised 12 billion by taxes?

Senator Benton.. We.would be doing pretty well, I think. ,

The CrarrMAN. Perhaps I might as well put on the record the
statement I made to some of the members of the committee before we.
opened this morning.
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There was transmitted to me last week a printed circular which
I think is being distributed by Mr. Thomas I. Parkinson, head of
the Equitable Life Insurance Co., I know it was prepared by him, and
the purpose of this circular is to argue that the Government should
_ curtail the supply of money by issuing long-term bonds to be sold to
insurance companies and other investment banks in lieu of an equal
‘amount of short-term paper at even the current rate of interest.

Senator DougLas. At a higher interest rate? :

The CiiarrMaN. Of course, he suggests a higher interest rate. He
says 3 percent. But that-campaign is undoubtedly on and we will
hear more of it. - )

It seems to me that it is a matter that ought to be called to the
attention of the committee and the Council of Economic Advisers
may, if they wish, comment on it. ,

Mr. CLark. That has, of course, been brought to our attention.
We had a meeting with a committee from the Investment Bankers
Association. They were interested in that kind of a proposal and
presented it and we probed as far as we could to find out what would
have to be done to carry out that program, what interest rate would
have to be offered in order to place the Government securities in non-
banking hands. They got into a terrific battle among themselves.
One group was certain that it would have to be a 3-percent rate.
Others were of the opinion that something between 2% and 3 percent
would be necessary.

In other words, they couldn’t give any assurance whatever what rate
would sell the bonds. ,

Well, the 3-percent rate would so completely upset our fiscal situa-
tion, the Treasury would be in such tremendous difficulty with respect
to the outstanding securities, if they now went into a 3-percent rate for
bonds, that we wouldn’t give any further consideration to the proposal.

The CHAIRMAN. An increase of direct income taxes, on those in the
lower income groups, and in fact, on those of income groups which
heretofore have been regarded as relatively high, will have a very
serious impact, unless prices are controlled, because it will add to the
difficulty of maintaining a certain standard of living. .

So what is the mind of the Council with respect to the degree to
which the American people ought to be prepared now, if at-all, to
sacrifice some degree of their present standard of living in order to go
through with this program, defense program?

Mr. CLark. I don’t think any of us can answer that. Mr.
Keyserling made clear that the percentage of diversion of productive
capacity from civilian to Government purposes, which is what you are
asking, really, is unknown to us. ‘We don’t know what it will be.

Mr. KevsERLING. Qualitatively, Mr. Chairman, I would like to say
something about this problem.

The standard of living consists of two things. It consists of
actuality, and also of expectation. The actuality is what you actually
enjoy. The expectation is that from year to year, if you are a worker,
a farmer, or a businessman, you will be able to get more, because the
economy is growing. The expectation, at least, is that you will be
able to buy more things with the more money you are getting.

Now, there is one very important type of sacrifice which, at the very
least, the whole American people will have to make, businessmen,
workers, farmers, every consumer, practically everybody. They will -
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have, at least, to give up the expectation, for a few years, that they
are going to continue to move ahead.

In other words, they will have to be willing, at least, in the cause of
world freedom, since we already have standards of living incomparably
higher than anybody else in the world, they will have to be willing at
least to stop their advance in living standards for a while.

This has important implications for policy. With longer hours,
and with more people at work, and with the larger volume of business
which comes from a defense effort, incomes are going to grow. So, at -
least, everybody will have to give up the expectation of advancing
their standard of living through an attempt to translate that increasing
income into current goods and service. This will require a lot of con-
scious policy. It will require tax policy; it will require credit controls;
it will require allocations and cutbacks and limitations; it will require
price and wage controls.

This, at least, the people will have to understand and support.

Now, on top of this, they will have to give up some of their absolute
standards of living, as against what they now have. They will have
to give up some of that also, because they won’t be able to have as
msany automobiles, as many television sets, as many radio sets, and
other things of that kind. We ought to be able to maintain the basic
standard of living, which is food, clothing, shelter, medical care, and
education. ‘

The CuatrMaN. The reason I asked the question was because of
some letters that I have been receiving, and one in particular, from a

railroad worker in Cheyenne. He gave me his income, the deductions
" taken from that income now, for various purposes. Part, of course,

is tax. Part of it may be social security. But he complained that by
reason of the deductions from his total pay, from his take-home pay,
he has now been compelled to give up many things which he felt his
family was entitled to have, and he was even planning to drop his life
insurance. ’ e

* Now, if that is indicative of the position in which many people find
themselves throughout the United States, then I think it is inevitable
that increased taxes for the lower income groups is going to breed the
sort of resentment that was expressed in this letter, which was a very
serious resentment, against the Government taking too much and
spending too much. '

Senator Dovuaras. I think that is inevitable. ,

Senator SPARKMAN. I was going to say, which argues very strongly
for our shaving Government expense.

The CaarrMan. It does, but the point is where are you going to
shave?

Mr. Lawton, Director of the Budget, will be here at 2 o’clock this
afternoon. -

Mr. Blough, do you have anything to say at this point?

We have spent a very interesting morning with your two colleagues"
and you are called on when the bells are ringing.

Mr. BroueH. A good deal more could be said, and it might not
sound quite the same, but to save the time of the committee I will
\waive any opportunity to speak at this time. If the committee, at a
later date, has questions they wish to ask, I shall be happy to answer
them. :

79017—51——3
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The CraTRMAN. May I ask all of you whether you have any recom-
mendations to this committee as to what line of inquiry it should
follow, as to what it should do to make more clear to the country,
through the report which we are by law required to make to the
‘Congress, the precise nature of the problem that confronts us?

Mr. Broucs. I have no suggestion at this tine.

The CrairMan. Think it over,

" Senator SparkMaN. May I ask, Mr. Blough, this question: I
wonder if we are to infer from what you said; that is, that it would
not sound the same, that there is a divergence of opinion?

Mr. Brouer. No. I intended to say “not quite the same.”

Senator SPARKMAN. You, are in general agreement with what has
been said? '

Mr. Brouan. That is correct. I think it has been said very well.
There might be a shade of difference in opinion or analysis on a number
of the matters discussed.

Senator SpARKMAN. In substance though, you are in agreement?

Mr. Brouar. That is correct. It would not be correct to infer that
there is divergence.

Senator Doucras. I want to congratulate the Council in sounding
the trumpet for the necessity of a vigorous tax policy to head off infla-
tion. I think that is a public service of the first magnitude. And I
wish that in addition to that virtue they could blow a clear note on the
trumpet of the necessity of reducing nonmilitary expenditures.

The CuairmMaN. That will be the primary subject this afternoon.

Senator Dougras. All right. I think we have to face the facts
that there will be some reduction in the standard of life for the Ameri-
can people. The American people are willing to bear the sacrifice, I’
think, if they feel that everybody else is doing their share. We are
willing to make a contribution, military contribution to Europe, if we
feel Europe is doing its share. The people are willing to make a con-
tribution to Government if they feel the &overnment 1s doing its share.
But if they feel excess personnel is being maintained, that excess func-
tions are being maintained, they will not feel that way.

Senator BENTON. I agree.

Senator Doucgras. They will be very reluctant to do it.

So we cannot continuously call upon others for sacrifices. We
must take the pruning hook ourselves.

The Crarrman. Congressman Hart, have you any questions?

Mr. Harr. No, Senator.

The Cuairman. Congressman Buchanan?

Mr. BucaanaN. No, Mr. Chairman; other than if the Council is
ready at this time to recommend any specific recommendations so far
as amendments to section 402 (b) (2) and section 402 (d) (3) are
concerned. : :

Mr. KeysErLING. No. We will have to leave that to the operating
people. But.I do want to say this, completely off the record

The CratRMAN. Yes.

(There was discussion off the record.) ) )

Senator BenToN. May I add one sentence, Mr. Chairman; and say
that I take great exception to Mr. Keyserling’s suggestion that our -
people will have to give up their “expectations.” They will have to
change their expectations but they can’t exist without their expecta--
tions. We will have to have help, through American leadership, on’
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reorienting the expectations. But they must live through this
period on their expectations. They have got to have them. -

Mr. KevserLING. That is right, Senator Benton, and not inconsist- -
ent with how I used the term “expectations.”

The CratrRMAN. Are’there any other questions, gentlemen? -

Mr. Kreps? »

Mr. KrEps. I should like to ask whether the Council had thought
of an efficiency standard of living that ought to be kept inviolate if.
production is to be maintained, and secondly, whether the corporate
Income tax may not itself be another form of tax on the lower income
brackets. I see nothing in the report on these two problems. I won-
der whether, generally, the impact of inflation on production, and the
impact of inflation on the programing of procurement itself, in that it
automatically emasculates the appropriations made, has been studied
by the Council. .

Mr. Kevseruing. I think .Mr. Clark covered that to a degree.

As to the first part of your question, if we had a military take com-
parable to what we had in World War II, or above, so that the total
level left over for civilian consumption really pressed against an effi-
ciency standard of living, or a mimmum standard of living, as against
pressing only against the fine standard of living that we have been
achieving, then the problem to which you refer would become acute.

I take 1t that our general position is, with respect to the population
generally, that even with a defense take of the size now contemplated,
which could be larger if it had to be, there would still be left over for
the civilian economy, not as much as it would have otherwise, not.
enough to prevent the making of sacrifice, but enough not to push the
population generally down to a minimum level of efficiency, or mini-
‘mum standard of living, measured by what we have had in the past,
or by what other nations have now. ) :

There is a different problem as to the lowest income groups. T
think Mr. Clark identified that problem and the Congress will have
to give very careful attention to it. There is a question as to whether
the advantage of getting more tax revenue on balance outweighs
pushing an important segment of the population down to the point -
where they are really suffering, as distinguished from just making
sacrifices. 'That is a hard problem. I would treat the lowest income
groups as leniently as possible, for as long as possible. That seems to
me sound economic and social policy. ‘ ’

Mr. KrEps. The second question concerns the money supply. . The
Council didn’t mention the enormous increase in turn-over demand
deposits, that occurred last year. It reached an all-time high on the .
Federal Reserve Board chart. Was that because they felt it was of
no significancé or did they view that as possibly leading us to the
kind of inflation that occurred in Germany and elsewhere, in which
people lost confidence in the currency itself, generally shown not by
an increase in the supply of money as such quantitatively, but rather
by an enormous increase in turn-over of deposits and currency. :

Mr. Crarxk. I have disclosed the fact that I have lost my early.
admiration for the quantity theory of money as a formula that gives’
you any help in any respect. Nobody knows what to do about ve-
locity, nobody knows how to control it, direct it, curb it, incite it, so
what is the use of worrying about it, It happens, you aren’t going to
do anything about it, you don’t know of anything you can do.

(.
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Mr. Kreps. Couldn’t you return to the gold standard?

Mr. Cuark. If you were insane enough to do it, but you would still
have the problem of velocity.

Mr. Kreps. Where they have stopped inflation abroad, in Ger-
many and elsewhere, they uniformly got off the paper standard, some
way or other, and returned to a currency in which the people would
have confidence thereby checking the velocity of circulation of their
money. :

Mr}.r Crark. You mean that kind of frantic getting rid of money?

Mr. Kreps. That is right. '

Mr. Crark. Nothing like that is happening in America and nothing

like that is going to happen.

Mr. Kreps. In other words, you don’t view this chart as §howing'

any danger as yet? You don’t consider such an enormous increase
in the velocity of turn-over as being fraught with any danger to the
American economy? )

Mr. Cuark. It is one element in a situation that is fraught with
danger but it is an element you can’t do anything about.

Senator Doucgras. It is an argument for an overcompensatory use
of taxes. e

Mr. Crark. Yes, I think so, too.

. Senator Dowcras. It is really an argument for boosting the total
intake from taxes to compensate. .

The CrairmMan. In any event, it is your judgment that that ve-
locity is not dangerous now?

Mr. Crark. It is one factor in a situation that is very dangerous.

"The CaamrMAN. In the over-all?

Mr. Crark. It is one factor you can’t do anything about.

Senator BenToN. What does that mean, people putting money
in and taking it out? _ :

The CuairmMaN. I would take it it means that people are spending
their money much more rapidly and the deposits are not necessarily
made by the same persons. The person who gets the money immedi-
ately spends it for something and the person he gives it to deposits
it and then spends it.

Mr. Kreps. Plus the turn-over in investment accounts from selling
and buying various assets.

" Senator Bexron. They are continuing to put the money in the
banks but are withdrawing it out.

Mr. Kreps. Yes; selling at a profit and going on to another trans-
action, in the meantime increasing the asset value of the property,
increasing its loan value, and thereby increasing their propensity to
consume, and in general tending to inflate the economy.

Senator BenToN. It would seem to indicate that they think the
value of money is going down and the value of goods going up.

The CHAIRMAN. Are there any other questions, gentlemen?

The meeting this afternoon, I am sorry to say, will be upstairs in
the gallery. The District of Columbia Committee is bhaving an
unexpected organizational meeting. We will assemble at 2 o’clock
in the gallery, room G-14, to hear Director Lawton, of the Bureau of
the Budget. We would be very glad to have the Council be there to
observe, 1if they desire. :

Thank you so much, gentlemen, for coming before us today.

(Whereupon, at 12:10 p. m., a recess was taken until 2 p. m. of this

- same day.) :
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The following additional comments of the Council of Economic
Advisers have been received in response to some questions raised by
the Joint Committee on the Economic Report concerning gaps in the
President’s economtic report:

1. It is implied that the defense effort will mean a reduced standard of living.
What positive steps have been taken to be certain that the standard of living
provided by the Government will likewise be cut?

Answer

This question implies either- an oversimplification or a misleading simile.
Individuals are urged to make sacrifices by surrendering some of the enjoyments
of peacetime, in order that more resources may be devoted to defense purposes.
‘“The Government’’ cannot make sacrifices in this sense, because the Government
does not engage in undertakings for its own benefit as a Government. Govern-
ment undertakings are designed to serve the public and the Nation. Spending,
whether public or private, absorbs resources. If spending for defense increases
faster than total production can be increased, total spending—both private and
public—for less essential purposes must be correspondingly reduced. But it does
not necessarily follow that ail those types of Federal spending which are not for
primary defense purposes are less essential to the defense program or to the
Nation than any and all types of private spending. For example, public spending
for education may be more essential to a long-range defense effort than private
spending for luxuries. Nonessential spending, whether private or public, should
be cut before more essential spending is cut. There is enough room in the economy
to cut a great deal of nonessential private spending before cutting certain classes
of public spending which contribute to our national strength even though they
may not be for primary defense purposes. It is dangerous to assume loosely that
in a defense émergency any use of resources through publie spending (except for
primary national defense) is more wasteful or less desirable than any use of
resources through private spending.

Subject to these clarifications, the principle is vigorously supported by the
Council that both nonessential public spending and nonessential private spending
should be curtailed.

Positive steps were taken last summer to reduce expenditures for the fiscal
year 1951. In accordance with the 1951 Omnibus Appropriation Aet, authoriza-
tions were cut by the President by approximately $500,000,000. To a large
. extent, these cuts came out of internal improvement programs such as reclamation,

flood control, rivers and harbors, and hospital construction.

In the preparation of the 1952 budget, the President was guided, among other
objectives, by the determination to reduce those expenditures which were not
directly or indirectly related to the defense effort “in order to divert,”” as he said
ini the budget imessage, “‘a maximum of resources to the overriding requirements
of national security.” In accord with this determination, the 1952 budget shows
substantial expenditure cuts over 1951 in reclamation, Indian land resources,
National Park Service, veterans’ education and training, veterans’ hospital con-
struction. Additional financial savings to the Government will occur in the public
housing program, the Federal National Mortgage Association program, the postal
service program (largely because of proposed postal rate increases), rural electri-
fication, programs to aid and finance farm ownership and operation, agricultural
research, and other agricultural services. Compared with these curtailments in
programs, increases are recommended in programs closely related to defense such
as atomic energy, electric power, minerals, and activities under the Defense Pro-
duction Act. Budget expenditures, excluding the major national security pro-
grams, amounted to 22.3 billion dollars in the fiscal year 1950, and are estimated
at 20.2 and 19.1 billion dollar for the fiscal years 1951 and 1952, respectively.

What are the procurement policies and problems in connection with the Gov-
ernment program?

Answer . . -
A brief discussion of the Government’s procurement policies and problems can
be found in the President’s Economic Report on pages 13 and 14. A more de-
tailed discussion is presented in the Council’'s Economic Review on pages 111 to
113. At this time we have nothing to add to the discussion in the Economic
Review.
2. When the President asked for a ‘‘pay-as-we-go”’ program, did he mean a

balanced cash, consolidated budget which shows a 12.7 billion dollar deficit in
1952, or the “traditional” budget which shows a 16.5 billion dollar deficit in 1952?
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Answer

The President’s request for pay-as-we-go financing can be found in the Economic
Report and the budget message. From the context of both documents it is clear
that the reference is to the anticipated deficit in the budget as defined in con-
ventional terms. If the conventional budget should be balanced in the fiscal
year 1952, we would have a surplus of about $4,000,000,000 on a consolidated cash
basis during the same period. The Council believes that in the light of the in-
gationary pressure a substantial surplus in the consolidated cash budget is highly

esirable.

How much should taxes be increased and what are the alternative ways of
-increasing these taxes from an economic standpoint? Has the Council analyzed
the effects of alternative tax increases on the various income classes, particularly
low income groups? Who has the hot inflationary money?

Answer

In a special tax message, the President has proposed increases in personal
income-tax rates, in corporate income-tax rates, and in excise taxes. The Presi-
dent has made these recommendations as a major step toward achieving and
maintaining a balanced budget, and has stated that a second step will be desirable
later in the year when the situation clarifies further.

The types of tax increases thus far proposed are of types recommended by the
Council in its discussion of taxation on pages 102-107 of the Annual Economic
Review. This discussion analyzes the relative merits of different types of tax-
ation under current and foreseeable circumstances. It reaches the conclusion,
-not only that it is “of great importance to the future of the country that the firm
and continuing policy of the Government be to pay through taxation for the entire
cost of the defense program at present and contemplated levels,” but also that
the economy can bear taxation of this magnitude with less serious impairment
than would result from inflationary deficits.

“Who has the hot inflationary money?”’ Inflation describes a condition of the
whole economy. Specifically, it describes a condition in which the people wish
to spend either from current incomes or from accumulated savings amounts in
excess of the civilian goods available, measured in present prices. While it is
simple to define the characteristics of inflationary tendencies in an economy it
is difficult to identify the groups which have the “inflationary’” money.

(1) One might say that anybody who adds to the aggregate spendable income
adds to inflation. If this is the meaning of the question, then perhaps a worker
who enters the labor force, say from school, and now earns a wage in defense
production has ‘“‘inflationary” money, because his buying adds to the aggregate
spending while his work does not add to available civilian supplies. Neverthe-
less, this worker would be astonished if it were said that his spending is infla-
tionary, while the spending of a worker who had the same wage in previous years
or works for civilian production is not inflationary. A similar case is that of a
worker who earned a substandard wage before the defense effort and who through
the defense effort is enabled to earn a wage commensurate with his work. It
may be different, of course, in the case of either businessmen or workers who
could raise their prices or wages because of shortages in specific commodities or
their services. Higher incomes obtained for the same effort might be called in-
flationary. That sort of inflationary money should not play a great role in the
future if our price and wage controls work effectively. In addition, the idea of
an excess-profits tax on individual incomes has not been found feasible. Such a
tax would be unfair if it were imposed on every increase in income—it would be
impracticable if levizd on an ‘“undue’ increase in income. That requires stand-
ards for the definition of a “proper’” income which would be difficult to establish
and apply. :

(2) Another interpretation of the “hot inflationary money’’ could be given by
reference to those groups which spend a particularly large part of their income
for goods which will be in short supply. We know that reductions will be neces-
sary in some typés of durable goods, particularly those that use metal or elec-
tronic parts. Consumer budget studies show that the importance .of durable
goods purchases in relation to total consumer expenditures rises as income rises.
Moreover, under the restriction on consumer credit, the percentage of spending
for durable goods will be still further concentrated in the middle and upper
brackets, and still less will take place in the lowest brackets. Consideration of.
this aspect suggests that tax exemption for the very lowest income groups is in
accord not only with considerations of equity, but can also be justified on eco-
nomic grounds. ‘
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(3) A third concept of the “hot inflationary money’” takes into consideration
the holding of liquid assets, which can be added to current income as spendable
money, particularly if consumers fear price rises, or shortages, or quality deteriora-
tion, and therefore are eager to buy as much as they can. According to the 1950
Survey of Consumer Finances, the spending units in the brackets above $5,000,
who comprised 16 percent of all spending units and had about 40 percent of the
total money income, held 45 percent of the liquid assets. The spending units
above $7,500 comprised 5 percent of all units and had about 20 percent of the
money income, but théy held 25 percent of the liquid assets. The use of this con-
cept of potentially ‘‘hot inflationary money’’ would suggest emphasis on taxation
of the higher brackets. On the other hand, taxation is not an effective means for
preventing the spending of liquid assets.

The distribution of the ‘“hot inflationary money”’ in ecither of the three meanings
discussed cannot be a conclusive guide in the selection of specific tax sources. It
is probably more important to analyze in which income brackets the bulk of in-
come and spending lies, irrespective of whether or not the people in these income
brackets can be regarded as ‘‘responsible” for the inflationary pressure. Equality
of sacrifice makes it imperative to impose heavy taxes on people in the higher
brackets and on corporate profits, to the extent that such taxes do not reach the
limits where they interfere with incentives for the greatest production effort or
where their enforcement becomes impractical. Obviously, people in the very
lowest income brackets, in which we find also many of the people living on fixed
incomes who are hardest hit by the inflationary price rise, should be exempt from
additional taxes ags far as feasible. It follows from these principles, and from the
amount of taxes that must be raised, that the bulk of the additional taxes must be
derived from incomes and spending of people in the middle income brackets.
Acceptance of this approach would still permit emphasis on the progressiveness of
the tax system in conformity with equity considerations.

3. Has the Council analyzed the barriers to imports which, if removed, would
dampen the inflationary pressure and facilitate defense mobilization?

Answer .

Although it is not possible to determine just how important a reduction of im-
port barriers would be in dampening inflationary pressure, every increase in the
volume of goods available in the domestic market is bound to reduce the pressure
on the price of such goods. This principle supports the general policy of reducing
tariffs, but it does not call for a universal policy of greater freedom of trade under
all circumstances. The most damaging price increases are those affecting a num-
ber of raw commodities produced abroad. Where the American demand absorbs
a large part of these goods,-the free competition between many American buyers
has been largely respoasible for wholly unjustifiable price increases. In order to
improve this situation, it has been found necessary to substitute our Government
as a single buyer in place of many individual buyers of rubber. The same pol-
icy will probably have to be adopted with respect to other goods unless agree-
ments to stabilize prices at a reasonable level can be negotiated.

4. What is taking place with respect to the structure of business, monopoly,
competition, etc., as a result of the mobilization effort?

Answer

It is too early for meaningful data showing the impact of rising defense spending
on -the structure of industries and the competitive pattern of markets to have
accumulated. As the Defense Production Act directs and as the Council’s Annual
Economic Review suggests, however, these are matters which require close
watching in the administration of the mobilization effort as the latter gathers
force.

On page 112 of the Annual Economic Review, emphasis is placed on the par-
ticular need for the procurement program to be spread over as wide an industrial
base as possible. ‘‘Such a policy,” it is said there, “requires a major continuing
effort to hunt out and develop hitherto unused suppliers, particularly among the
smaller firms.” It is important that the procurement program behave in this
-fashion not only in order to maximize the mobilized industrial reserve which
could, on short notice, be thrown into a total war effort, but also to keep competi-
tion within individual industries and between small and large producers as healthy
as possible.

Sections 701 (a) and (b) of the Defense Production Act of 1950 are specifically
concerned with the protection of small-business enterprises during the present
mobilization and, to this end, sets certain procedural standards which govern the
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administration of the act. Section 701 (¢) requires that when powers to allocate
materials are used, they be employed, “so far as practicable,” inh a manner which
does not distort, as between firms, the patterns of materials use in effect before
the mobilization period. In Section 708 (e) of the act, the Attorney General -is
explicitly directed to submit to the Congress and the President, ‘“surveys for the
purpose of determining any factors which may tend to eliminate competition,
create or strengthen monopolies, injure small business, or otherwise promote
undue concentration of economic power in the course of administration of this
Act.” He may either conduct such surveys himself or request the Federal Trade
Commission to make them. These provisions witness the altogether proper
concern of the act that, as the mobilization effort develops, continuing vigilance
be maintained concerning the matters raised by this question.

5. What is the role of monetary and credit policy at this time—selective,
general, marginal requirements, gold -standard? :

Answer

Objectives of monetary and credit policy.—As is stated in the section on general
credit policy in the Annual Economie Review of the Council, monetary and credit
policy has three objectives at this time: first, to facilitate the transition of the
economy required by the defense effort; second, to assist Government debt
management; and third, to. supplement fiscal measures and direct controls in
minimizing inflation. These objectives, at first glance, appear to be in conflict,
as the first and second connote a relatively liberal policy for the benefit of growing
defense industries and Treasury financing, and the third demands that at the same
time credit be restricted. But there is no contradiction in fact, as different types
or areas of credit expansion are involved. Though it may be difficult to do so, it
is not impossible to meet any need of the Treasury for new credit, to stabilize
the market for the public debt, and to supply essential industry with required
funds—and at the same time to check the flow of credit to other borrowers.

Genéral credit policy.—General restraint on credit expansion imposed by tra-
ditional central bank operations has been little used since the war because the
policy of supporting the market for Government bonds has afforded a very
Jimited range within which the Federal Reserve Board can move to influence
interest rates. The corollary policy of changing bank reserve requirements,
which tends to tighten or loosen bank credit without necessarily affecting interest
rates, has been applied more freely by the Board, and the reserve requirements
have recently been extended with respect to all banks excepting those in central
reserve cities to the full limit authorized by the present law.

The Council has repeatedly supported the proposal of the Federal Reserve
Board, first presented in 1947, that it be authorized to require banks to maintain
8 large special reserve, which at the option of the bank might be in short-term
Government securities. This should be a permanent addition to the anti-infla-

“tionary measures available to the Board. Its use should depend upon conditions
at the time the question arises, but the Board should not be delayed in resorting
to this measure by having to ask for legislation after the need for action arises.

Selective credil controls.—The methods of credit control that will probably be
most useful in the attainment of the stabilization objective, and that will interfere
least with Treasury financing and refinancing and with necessary production, are
the selective methods. It may be necessary to increase the severity of the selec-
tive regulations that now curb the growth of consumer installment and residential
mortgage credit and that limit the use of credit in purchasing or carrying listed
securities. It may be possible to add additional selective restraints to those in
use at present.

Margin requirements.—The power of the Federal Reserve Board to set margin
requirements on loans by brokers and banks for the purchase or earrying of listed
securities is adequate to control the use of credit for such purposes. Similar
authority over margins in transactions on commodity exchanges should also be
provided by Congress.

Gold.—There appears to be no oceasion at present for legislative or adminis-
trative action concerning gold. A return to an older form of the gold standard
that would permit the circulation of gold coin and an increase in the gold reserves
required for note and deposit liabilities of the Federal Reserve banks, both of
which have been advocated as means of checking inflation, would be wholly in-
effective in accomplishing that purpose. Gold policy is not the source of the
current growing danger of inflation, and gold manipulations would be'powérless
to stop it. Mining and other interests have repeatedly asked that Congress
increase the monetary price of gold. To do so now would divert labor and
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resources from much more essential production. Furthermore, the devaluation
of the dollar in terms of foreign currencies that would accompany an increase in
the mint price of gold would, insofaras it stimulated exports and retarded imports,
be in direct conflict with our national interests during the defense period.

That gold has been leaving the United States should cause us no concern. If
net gold exports should continue for several years at the 1950 rate of 1.6 billion
dollars, we would still have an ample stock to meet legal reserve requirements.
The addition of the metal to-the monetary resources of other nations will work
in the direction of reducing financial barriers to normal international trade.

6. Does the report analyze our agricultural program and explore the needed
changes in our agricultural policy? )

Answer .

The Council’s Economic Review (pp. 96 and 97), includes a stdtement on the
needed change in emphasis of our agricultural program. It states that “sur-
pluses, which scemed difficult last June, present few problems today.” The
Review emphasizes the need to encourage increasing production of specific farm
items which are in short supply. The Review reports briefly on the adjustments
in agricultural programs that have been made to take cafe of this situation. It
points out some of the problems, particularly with respeet to farm equipment and
fertilizer, which may create bottlenecks for an increase in farm production uniess
they are considered in the allocation of scarce materials.

7. What changes do yoﬁ consider desirable in the Defense Production Act?

Answer

The major effort to use the powers granted by the Defense Production Act to
stabilize prices and wages has been undertaken only in the last few days, and we
shall now. be gaining experience with the statute which will support recommenda-
tions for modifications and extensions which should be made. The most important
provisions of the act expire on June 30, 1951, and the Congress should act long in
advance of that date in order to give some sense of continuity of effort to the
members of an organization which must be recruited rapidly and to which, in the
absence of outright war, it is difficult to attract competent people from other
occupations.

While experience diiring the next few weeks should be the basis for recommenda-
tions for general revision of the statute, the Council has pointed out two additional
powers which should be granted. The defense program now entered upon will
probably call for far less direct construction of productive facilities by the Govern-
ment than was true during the war, but it is to be expected that-ihere will be some
instances where certain facilities will be needed which private enterprisers will
not consider profitable to construct. In this emergency, the Government should
alw?vs have the authority to protect the public interest by constructing the needed
facilities.

The Council has also recommended that the authority to control credit for new
housing construction be extended to the control of credit for the purchase of
existing homes. The extension and broadening of authority to control rents has
also been urgently recommended by .the Council and this authority might well be
included in the reenactment of the Defense-Production Act. .

8. Summarize the recommendations of the President for economic legislation.

EXPANSION OF PRODUCTION

1. Renew priority and allocation powers (p. 13, sixth paragraph). ‘

9. Make available more funds for loan program for expansion of productive
capacity and supplies (p. 14, fourth paragraph).

3. Authorize direct Government construction of industrial facilities (same
paragraph). . .

4, Authorize start of St. Lawrence seaway and power project (top of p. 15).

5. Support nursery schools (p. 15, fifth paragraph). ’

6. Provide improved unemployment insurance protection for workers who take
defense jobs in other States (p. 16, first paragraph).

7. Provide housing and community facilities and services for defense workers
(p. 16, second paragraph). )
8. Provide increased Government assistance to housing in defense areas (p. 16,
third paragraph). . '
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HEALTH SERVICES AND EDUCATION

9. Increase training of medical personnel (p. 16, sixth paragraph).
10. Expand local public health services (p. 16, severith paragraph).
11. Provide general aid to States for school operation and maintenance (p. 17,
second paragraph).
ECONOMIC STABILIZATION

12. Adopt additional tax measures to finance the cost of national defense on
a ‘“‘pay-as-we-go”’ basis (p. 17, fourth paragraph); specifically, corporation taxes,
individual income taxes, excise. taxes, and close loopholes in existing tax legisla-
tion (p. 17, seventh paragraph and top of p. 18).

13. Consider increased social security contributions (p. 20, first paragraph).

14. Authorize credit controls on purchase of existing homes (p. 18, fourth
paragraph). ¢

15. Authorize control of speculative trading and of stronger regulation of com-"
modity exchanges (p. 19, third paragraph). ) -

16. Extend and strengthen rent control law (p. 20, fifth paragraph).

INTERNATIONAL ECONOMIC PROGRAMS

17. Provide for continuing military and economic aid to free nations, including
programs for underdeveloped areas. A special message on international economic
programs will be transmitted shortly (p. 21, first paragraph).

~ 18, Extend power to control exports (p. 21, third paragraph).

19. Extend Trade Agreements Act (p. 21, fourth paragraph). -

20. Simplify customs laws and procedure (same paragraph).

21. Waive import tax on copper (same paragraph).

AFTERNOON SESSION

The CrarrMaN, Gentlemen, I do recognize the fact that the mem-
bers of the Bureau of the Budget are busy gentlemen, and we will
proceed with the hearing, :

The importance of the hearing this afternoon, Mr. Lawton, has
been rather increased, I think, by the fact that-at our hearing this
morning there seemed to be prétty general agreement that the Govern-
ment should follow a pay-as-you-go policy and, therefore, that the
problem is one not only of raising new money by taxation to meet the
expenditure needs but one of programing the military efforts so that
we do not shift over too rapidly and too hard to taking manpower out
of industry and put them in military camps before they are ready for
equipment with which they are to be trained, and also that there
ought to be an elimination of nonessential expenditure of the Govern-
ment. .

So.I think the committee would be very glad to have your explana-
tion of the balance of the budget now between what is strictly military
and what is nonmilitary, and of the nonmilitary what is nonessential.

The committee, of course, is aware of the fact that the budget comes
up to us with many military expenditures listed under other cate-
gories than under military. The budget estimate for national defense
does not include the estimate for atomic energy, and atomic energy
is a very essential item in defense expenditures. It does not include
expenditures for Government electric power, which of course can also
be counted as a defense expenditure since more power will be needed
to expand plant facilities. .

But I am not trying to guide you in your testimony at all, but
merely to suggest some of the things which seem to me, from the
evidence this morning, would eventually be of interest to the com-
mittee. . ‘ .

We are glad to have you make a statement in the manner that you
want to make it. You may proceed. :
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STATEMENT OF FREDERICK J. LAWTON, DIRECTOR OF THE BU-
REAU OF THE BUDGET, ACCOMPANIED BY ELMER B. STAATS,
ASSISTANT DIRECTOR, DONALD B. MacPHAIL, LEGISLATIVE
REFERENCE DIVISION, AND JOSEPH E. REEVE, FISCAL ANALY-
SIS DIVISION

Mr. Lawron. Thank you, Mr. Chairman. I believe that the ques-
tions that underlie this budget and those that will be of particular
interest to your committee deal with the factors that you mentioned,
the need for increasing taxes and the need for keeping to a minimum
those expenditures which are not necessary either for defense or for
the essential running of the Government. I'have to include the latter
because there are some things that you do not classify as defense,
probably, under any definition. _

For example, the expenses of the Bureau of Internal Revenue in
collecting taxes might be classified under one definition and excluded
under another, yet they certainly are essential to the financing of the
war effort and to the conduct of Government. '

In total, this budget of 71.6 billions is 16.5 billions higher than the
revenue of $55 billion -anticipated under present legislation. The .
higher revenue for fiscal year 1952 comes about partly by reason of an
increase in the total national income which is not in this year affected
as much by the expenditure figures in the budget as it is by the
authorizations or new obligational authorities which are requested
for 1952 or which have already been enacted in 1951. ’ ‘

The CuAlRMAN. May I interrupt to ask'what portion of this in-
crease in the budget, 16.5 billion dollars over last year will, in your
opinion, be expended during fiscal 19527 o .

Mr. Lawron. Well, the 16.5 billion dollars that I mentioned is the
spread between the receipts and expenditures for next year.

The CrairmMan. Oh, I misunderstood you.

Mr, Lawron. I would like to talk to the committee on that point,
because I think essentially it is a better measure.of the economic im-
pact of this budget than the expenditure figures themselves.

The CrairMaN. Then let me go back to what you were first saying.

There is a total budget estimate of cash expenditures of 71.6 billion
dollars, is that right?

Mr. LawTon. Yes.

The CrAIRMAN. And -then there are contract authorizations for
considerably more than that. S " _

Mr. Lawron. There are requests for appropriations and other new
authorizations of 94.4 billion dollars in the 1952 budget.

The CrAIRMAN. I mean in the budget you have included items
authorizing contract obligations beyond the $71,000,000,000. ! !

Mr. Lawron. That is correct. Eg

The CratrRMAN. Now how much does that amount to? tew

Mr. Lawron. Perhaps I had better describe. the authorizations
from the chart that I have here, because they are not reflected in one
year only, but in both 1951 and 1952.

All budget expenditures arise from authorizations or appropriations
which are enacted by the'Congress. Expenditures flow from those
authorizations or appropriations at some later period, some of them
in the same year and others in subsequent years, depending on the
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CHARrT 1

Analysis of

Budget Expenditures

FISCAL YEAR 1952
JAN. 1951 ESTIMATE (in Billions )

Total Budget
Expenditures

Veterans Readjust- I 1.2
ment Benefits I )

( FFixed Charges ,

Grants to States : I 1.8

Appropriations to |~
Liquidate Contracts 4|

Authorizations | . |

Expenditures
from Prior Year
Authorizations - O —
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CHART 2
_Analysis of
Budget Expenditures

FISCAL YEAR 1952.
JAN. 195! ESTIMATE (in Billions)-

Total Bud Y
otal Budget e ?/%/}/gn

20

Expenditures [ s ,

i 7 .2 Coast Guard
Internal Revenue ,2 ——= - /.2 Post Office (including postat rate increase):
. . v 23 General Aid to Education
VA Medical, Hospita “i ——— c ; .
edl . . .S Public Works (Corps of Engineers-Reclamation )
Domiciliory Services 4 / - \.»2 Other VA programs
’ ’ ~ Defense Production, Stabilization AEC, Maritime, etc.
——International Security Programs '

Milifary Services
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type of authorization, the necessary time it takes to make the con-
tracts, receive the goods, and pay the bills.

In the fiscal year 1950 the total authorizations granted were 50.2
billions and expenditures were 40.2 billions. Some of those expendi-
tures were made from authorizations granted in prior years. Included
in the 50.2 billions were some authorizations which became actual
expenditures in 1950, while others, because of their long-term nature,
will not become expenditures until this fiscal year or later. .

In this fiscal year the appropriations already made and those pro-

“jected or requested in this budget, the largest amount of which is a
$10,000,000,000 supplemental for defense, make a total of 87.5 billion
dollars of new authorizations. )

The expenditures in this year, however, will be only 47.2 billion
dollars, since a sizable portion of the new obligational authority will
not be spent until next year. The new obligational authority re-
quested for next year totals 94.4 billion dollars, while expenditures

~amount to 71.6 billion dollars.

Thus, in a 2-year time period, there will be new obligational

authority of about $182,000,000,000 granted if these requests are
enacted, while expenditures will total less than $120,000,000,000.
k The total carry-over of more than $60,000,000,000 represents
chiefly contracts entered into and goods ordered in these 2 years for °
which goods will not be received or paid for until the fiscal year 1953
or later. ‘

The real effect of military authorizations amounting to $52,000,000,-
000 in this year and $60,000,000,000 next year, will be felt when the .
military begins to let contracts and order goods. Thus, their true
impact is felt far in advance of the expenditures which flow from those
contracts and authorizations. .

Just as an example, in some of the particular items which were
purchased by the military services, mine sweepers, for example, the
lead time is 36 months from initiation of the contract to the delivery
of the article. In the case of planes, the average lead time is about

30 months from the initiation of the contract until the completed
plane is delivered and ready for use. While some planes are delivered
earlier, the average procurement time is that long.

To cite an example of the impact of the 1951 and 1952 budgets, new
obligational authority for heavy procurement for the military services
is estimated at $87,000,000,000 in the 2 years. That figure does not
include food, clothing, or any of those types of purchases by the
military, but only procurement that vitally affects heavy industry in
this country. '

The CualrMAN. When you speak of the heavy procurement you
mean, do you not, those commodities which require a long time from
contract up to delivery? '

Mr. Lawron. They require varying lengths of time. It is neces-
sary that you gear procurement to the longest lead time. Take, for
example, the equipment of a division of troops. You can obtain
certain items for a division quickly. A division may require a certain
number of tanks, as well as vehicles such as trucks, jeeps, and armored
carriers. 'The Defense Department might get all the trucks it needs
for these divisions in 3 months if it were decided to convert some of
the automobile industry to that purpose, but it could not obtain the
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tanks under 15 months, under former schedules; they are being speeded
up somewhat now. -

There is no use procuring part of the equipment for the division and
letting it stand somewhere in open storage until the division is ready
to use it. A scheduling and meshing of requirements is necessary.

You schedule your orders and deliveries according to the time 1n
which your tactical units are ready to come into operation. ‘

Mr. Patman. I hope Mr. Lawton’s bookkeeping is more accurate
than his chart. Did you look closely to that chart? He has got the
$50,000,000,000 item over the $47,000,000,000, and take from $57,-
000,000,000 to $87,000,000,000 it 1s the same as $87,000,000,000 to
$94,000,000,000. -

Mr. MacPrain. Those are cumulative totals. The 87.5 billion
dollars for 1951 is placed on top of the 50.2-billion-dollar increment
for 1950. The same is true for the 94 billion dollars for 1952. The
actual accumulative total would be about $232,000,000,000, in terms
of the total obligational authority in the 3 years. -

Mr. Patman. I still don’t understand that. You start the $50,-
000,000,000 under the $47,000,000,000 in the second.column.

Mr. MacPram. I am sorry. The 40.2 billion dollars in 1950 is
added to the 47.2 billion dollars in 1951. Actually the bar shown for
1951 represents a 2-year total of 87.4 billion dollars in expenditures on
the scale which is over on the left-hand side of the chart.

Mr. Lawron. The 47.2 billion dollars reslly runs from here to
here [indicating], accumulating to a total of 87.4 billion dollars, and the
71.6 billion dollars is from here to there [indicating].

Mr. Patman. I did not understand it then. I am glad I asked the
question. The 71.6 billion dollars is added to 47.2 billion dollars?

Mr. Lawron. The 71.6 billion dollars represents this part of the
chart. It adds up to total cumulative expenditures for the 3 years
of $159,000,000,000. "The cumulative obligational authority totals
$230,000,000,000 much more than the expenditures of $159,000,000,000.

The CrairMaN. I think it would clarify the meaning of the chart
if you just explained the title, which is the obligational authority and -
which is the expenditure. What is the explanation of that? What
does that mean? ) :

Mr. Lawron. The obligational authority is the authorization
granted by the Congress to the agencies of the Government to spend
money for designated purposes. This authority takes the form of
appropriations authorizations, or in some cases is granted in basic
continuing authorities of law, to pay the interest on the public debt,
for example, or to make grants in aid at so much per year for an indefi-
nite number of years. Those authorizations are granted either in
basic law, in an annual appropriations act, or by contract authoriza-
tions in an annual appropriation act. They represent the authority
to enter into contracts, to hire personnel, to travel, to print, to do
other things of that sort. When you. get delivery of the items which
have been ordered, payment is made and that payment is what we
designate as expenditures. Expenditures, in fact, are checks issued
by the disbursing officer in payment of goods and services rendered
under these obligational authorizations. :

The CrairmaN. Does the column in each instance represent your
present estimate of cash expenditures for the years designated?
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Mr. Lawron. The figures represent the cash expenditures for each
of those years. The column for 1952 is the cumulative total for
3 years.

}i\/Ir Parman. So we owe $23,000,000,000 which we have not paid
out yet, subtracting the $71, 000 000 000 from the $94,000,000,000,
would that be it? We have obligated the $94,000,000,000 and we
have paid out the $71,000,000,000; is that right?

Mr. Lawron. That would be. true, but that $71,000,000,000 does
not apply to the $94,000,000,000, some of it apphes to this zgap here
[indicating].

Mr. Parman. That is not the total gap then?

Mr. LawTon. Noj; that is the gap mn that year. This figure from
this point on the chart [indicating], the $159,000,000,000 up to this
$236,000,000,000, that is the total gap right there [indicating].

Mr. Patman. The gap is over on the left-hand side?

Mr. Lawton. The gap is from here to there [indicating], but you
have to take it from these figures here [indicating). .

Mr. Patman. So it is $80,000,000,000, roughly?

Mr. Lawron. It is about $70,000,000,000.

Mr. Patman. $70,000 ,000 000 we have ordered and will pay for by
the end of 19527

Mr. Lawton. You will have authority to order and to obhgate
You will not definitely obligate in all the cases.

But in general it is true that the majority of the items in the new
obligational authority will become current obligations. There are
relatively few, $7,000,000,000 or $8,000,000,000 out of the grand total
of $232,000,000,000 that are longer range than the rest. The lag
between obligational authority and expenditures is illustrated in
another way in the 1952 budget. In some cases reductions in obliga-
tional authority have been made although the effect on expenditures
is not apparent in 1952. Rural Electrification: is one of those cases
where the obligational authority went down $274,000,000, yet the
expenditures went down only about $40,000,000. The hospital con-
- struction grants decline $185,000,000 in obligational authority,
although expenditures fall off only $9 000,000. The effect of these
program reductions will not show up as expendlture reductions until
1953.

In the field of resources development, there have been a number of
instances in the program of the Corps of Engineers and the Bureau
of Reclamation, where projects have been deferred. The whole
program has been redirected and emphasis has been given to power
projects. Projects without power potentials have been curtailed and.
slowed down.

The defense program has many aspects. The chairman pointed’
out in his opening remarks that you have related requirements for
atomic energy, electric power, stockpiling, and things of that sort.

In the Second Supplemental Appropriation Act which was passed
just after Christmas there were huge appropriations for atomic
energy, for stockpiling and for port security to be handled by the
Coast Guard in the Treasury.. Power projects were given additional
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authority to furnish the power for atomic energy, and provision was
made to meet the additional requirements of selective service.

Now there are other loads created by defense programs. New and
higher taxes, including the tax bills passed at the last session, places
~an increased workload on the Bureau of Internal Revenue. You
have higher hospital loads in the Veterans’ Administration to take
care of some of the men coming back from Korea. Expenditures will
be higher than, they otherwise would have been under Public Law 16
since 1t was extended by the last session of Congress to -take care of
the Korean veterans.

Mr. Parman. When does it expire for World War II veterans?

. Senator Tarr. The educational features expire this July.

Mr. Parman. This July 19517

Senator Tarr. Yes. .

Mr. Lawron. That is the GI bill of rights. Public Law 16 was for
disabled persons and that was recently extended.

Mr. Parman. Extended to the Korean veterans?

Mr., Lawron. Yes. .

Mr. Parman. Aslong as a Public Law 16 veteran goes to school and
he is given a certificate for that purpose, it just continues that?

Mr. Lawron. It only applies to the service-disabled. For other
veterans’ entrance to educational and training programs expires on
July 25 next, under the GI bill of rights.

Mr, Parman, That is the schooling?

Mr. Lawrond Yes. Some of the other phases of the GI bill, however,
have expired. . .

Mr. Parman. Some won't expire until 1955 or 19572

Mr. Lawron. That is when assistance ends for those in training.
The entire schooling program expires then. There are, of course,
regulations coming in which are reducing the load on that phase of the
program by reason of curtailing course changes where a person dropped
out and wants to reenter.

I would next like to talk about the source and composition of the
expenditure estimates for 1952. For this purpose I have had prepared
for the committee’s use a special analysis showing those 1952 expendi-
tures which arise from obligational authority granted in prior years,
those expenditures required in 1952 to meet major fixed and continu-
ing ‘charges on the-Government, and finally those expenditures which

~will be made in 1952 from ‘the-new. authorizations contained in the
1952 budget.

The largest single block of 1952 expenditures will be made from au-
thorizations enacted in prior years. Out of the estimated total of
71.6 billion dollars, expenditures of 30.2 billion dollars come from
funds authorized in prior years and in large part are already obligated
in this year or earlier. There is an additional item of a similar nature
amounting to 4.1 billion dollars which represents expenditures from
appropriations to liquidate obligations incurred under contract au-
thorizations enacted in prior years, principally in 1951 and 1950.

The summary table, schedule A, and the supporting tables for these
categories, schedules B, C, and -D, are as follows:

79017—51——4
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SCHEDULE A.—1952 new obliyationdl authority and estimated expenditures as -

reflected in the 1952 budget

[In millions]
New obli-
gational | E ?gﬁgsd‘l
authority
Totals as per budget:
Tablel.. $71, 594
Table 2. .. e | $94,429 | __
Less estimated expe ures from— :
Authorizations to expend nonappropriated funds granted in previous years__.{_____.__.___ 270
Balaneces of funds granted in prior years. . ... ..o . __.__ 30,192
Appropriations to liquidate contract authorizations. . 4,054
Subtotal. .. el 94, 429 37,078
Less:
QGrants to States._. 2,883 1,793
Fixed charges....._ 9, 241 9, 237
Veterans’ Administration:
Readjustment benefits 1,212 1,212
Veterans’ miscellaneous benefits 17
Remalnder 81, 069 24,819
Military services...___ 60, 971 15,632
International security - 9,919 3,295
Other. . ... - 10,179 5,892

ScHEDULE B.—1952 expenditures from authorizations to ezpend nonappropriated

funds granted in previous years

[In millions]
Ex- Ex-
Agency and organization unit pendi: Agency and organization unit pendi-
tures tures
Funds appropriated to the President: Ex- Housing and Home Finance Agency—Con.
penses of defense production____________ $300 Federal National Mortgage Association.] 1$530
Independent offices: United States Housing Act program_. 1139
xport-Import Bank of Washington_ . 76 i| Department of Agriculture:
Reconstruction Finance Corporation._ 23 Rural Electrification Administration.. 240
Housing and Home Finance Agency: Commodity Credit Corporation...____ 253
Slum clearance and urban redevelop- Allother .. . . ... 118
ment.._ . 65 —
Total . .o eae 270
1 Deduct excess of repayments and collections over expenditures.
ScuEpULE C.—1952 expenditures from balances of funds granted in prior years
[In millions]
Organization unit Eizt‘gfgsd' Organization unit Eixégxegsd-
Legislative branch.________________________ $10 || General Services Administration_.________
The judiciary. .. __.____.______. 1 || Housing and Home Finance Agency. _
Executive Office of the President 2 || Department of Agriculture -
Funds appropriated to the President: Department of Commeree..__..__..______.
Economie cooperation: Foreign assist- Department of Defense:
) L R 1,199 Military funetions. .. ... ____________.
Mutual defense assistance- 2,456 Civil functions.__..._
Other. .. 235 || Department of the Interior_.
Independent offices: Department of Justice_..._
Atomic Energy Commission____.._.__ 905 || Department of Labor. ..
Federal Civil Defense Administration_ 70 || Department of State. ...
National Advisory Committee for Treasury Department...
Aecronautics 25 || Reserve for contingencies._.._
Veterans’ Administration. . 571

Other__._____._...._._.
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ScHEDULE D.—1952- expenditures from 1952 appropriations for liquidation of
contract authority

[In millions]
R . . Ex- B Ex-
«Organization and appropriation title lﬁﬁgé' Organization and appropriation title %e;}g;
Funds appropriated to the President: Department of Commerce—Continued
. Mutual defense assistance..___._._..__ $44 | Civil Aeronautics Administration—Con.
Independent offices: ) - Federal-aid airport program, Fed-
. Atomic Epergy Commission: Salaries eral Airport Act.__ i ... . $30
) and expenses_ .. oo.ooo oo T340 Maritime activities: .
Veterans Administration: Hospital Ship construection. . ._.__________. 130
. and domieiliary faeilities..__...__... 22 Construction fund....._.____.___._ 14
Federal Security Agency: Bureau of Public Roads:
Grants to Stateg, surveys, and school Federal-aid postwar highways.__.. 420
eonstruetion.______.___ ... __..___._.__ 25 Forest highways - 25
.., Grants for hospital construction.__.___ 116 || Department of Defense......_ - .o-__... 2,510
General Services Administration: Strate- Department of the Interior: Bonmneville
. gic and critical materials._...._._.._____ 180 Power Administration: Construction,
Department of Commerce: operation, and maintenance.. 21
Civil Aeronautics Administration: All other.__ 165
Establishment of air-navigation :
facilities... . . oo . ___ 12 Total .. o 4,054
A

. Next are certain items which largely represent fixed and continuing
charges. These account for something more than $12,000,000,000
of 1952 expenditures.

i First, there is a group of grants to States. These grants to States
are programs that have been enacted by the Congress and require
the performance of some act by the States to meet the demands of
the law before the grant is made.

* Mr. Staars. That is schedule E in this pamphlet.

* Mr. Lawron. The largést grants, of course, are those for public
assistance. Major grant programs not included in the preceding
categories are listed in schedule E. Public assistance grants are not
subject to extensive budgetary review, since the chief problem is one
of forecasting the number of persons who will be eligible for assistance
and the level of assistance which the States themselves will provide,
On the basis of these factors, estimates are included in the budget
to provide for the Government’s share according to formulas pre-
scribed in the law. ‘ :

" A detailed breakdown of the grant-in-aid programs referred to is
al§ follows: '
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ScHEDULE E.—Grants and advances to States

[In millions]

Expendi-
New obli- | ture in 1952
gational | out of 1952
authority | authoriza-

tions

Federal Security Agency:

Vocational rehabilitation_ - _____ ... $23

Public assistance:__....._ 1,300 1,108

Maternal and child welfar 33 30

General public health assis 14 14

Hospital construction..... 75 14

Vocational edueation__._____________ 27 27

Maintenance and operation of schools_ _ 28 23

School construction. ... ... - 50 50
Department of Agriculture: .

National school lunch program .. .. eanes 83 83

Cooperative agricultural extension work_. 32 31

Agricultural experiment stations...____.____ 12 12

Removal of surplus agricultural commodities..__________ 57 17
Independent offices: Federal Civil Defense Administration
Housing and Home Finance Agency:

Slum clearance and urban redevelopment.._._...__...__ O, 100 (..

Low-rent housing program—annual contributions. __ 15 15
Department of Commerce: :

Federal aid postwar highways_.. 500 f.oooooooa-
Federal aid airport program - b2 U S

Department of Labor: Unemployment compensation and em
administration. . ... ... - 170 149
Allother_..___________._..._. e oo e m e m e m e m e mmm e eeen 85 85
1] Y 2,883 1,793

Of the total of $2,883,000,000 in:recommended new obligational
authority for the fiscal year 1952 shown for programs included in
schedule E, the estimated distribution of programs involving $762,-
000,000 is shown in table 1 herewith. Most of the remaining
$2,121,000,000 in recommended obligational authority is for programs
for which the distribution cannot be estimated accurately in advance
because the statutes do not predetermine the amount available for
each State. For example, the recommended new obligational author-
ity of $1,300,000,000 for public assistance will be apportioned among
the States on the basis of their actual case loads and benefit rates
for old-age assistance, aid to the blind, to dependent children, and to
the permanently and totally disabled. Although the aggregate
amount is not substantially different from the estimated expenditures -
of $1,266,000,000 shown for the current fiscal year in table 2 herewith,
the distribufion among the States may differ substantially because
recent changes in the Federal law were in effect during only the latter
part of the present fiscal year.

State-by-State figures are not available for either 1952 or 1951
for several other programs included in schedule E, for the reasons
indicated:

(@) The following are new programs, with operations still in the
formative stages: ' '

Federal Security Agency: '
Maintenance and operation of schools.
School construction.
Federal Civil Defense Administration: Grants to States.
Housing and Home Finance Agency: Slum clearance and urban
redevelopment,
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(b) For the Department of Agriculture permanent appropriation
for removal of surplus agricultural commodities, information about
the share of each State is not now available because the amounts of
various commodities distributed among the States will depend on
the extent to which market surpluses develop.

(¢) In the case of the Department of Labor program, unemployment
compensation and employment service administration, tentative State-
by-State apportionment figures for the fiscal year 1951 were published
last fall by the Council of State Governments. Since that time, re-
serves have been established in this appropriation. Some part of these
reserves may have to be released to meet the needs of some States
before the end of the year. At this time, therefore, estimates for the
several States for 1951 or 1952 are not available for this program.

New obligational authority for Federal aid is shown in schedule E
and in table 1 herewith at $2,883,000,000 for the fiscal year 1952.
This omits $643,000,000 for programs identified in a footnote in table
1. Thus, the aggregate of recommended new obligational authority
for all programs of Federal aid in 1952 is $3,526,000,000 (as shown at
P. 998 of the budget). This total includes proposed legislation and
certain other programs which, for the purpose of the schedules previ-
ously submitted, were classified in categories other than “grants and
advances to States.” '

Schedule E shoivs a total of $1,793,000,000 of.estimated expendi-
tures in the fiscal year 1952 out of the $2,883,000,000 of recommended
new obligational authority for the programs included in that schedule.
The share of each State in these expenditures cannot be estimated at
this time. In the construction programs, expenditures from the au-
thorization of any particular year are customarily made over a period
of years, and for such programs estimates of expenditures in each
State'in the fiscal year 1952 from 1952 authorizations are not avail-
able. For programs involving little or no construction, on the other
hand, expenditures in 1952 will usually approximate the amounts
authorized for that year, so that for those programs reported in table 1
the Federal payments to each State in the fiscal year 1952 should be
substantially the same as the new obligational authority. The actual
payments to particular States will depend largely on the actions taken
by the State and local governments to qualify for and to match the
Federal money. ' ' '



TasLe 1.—FEstimated distribution among States of recommended new obligational authority for Federal aid to State’ and local governments,
fiscal year 19521

{In thousands of dollars]

Commerce

Federal Security Agency
HHFA—
General Collegestor | Tousing. | taro s
enera! ) ollegesfor!| housing, ure—agri-
State Total | yocational | Maternal | and other | Hospital Vocational | 28Ticulture | ~annual cultural Iﬁoﬂ'xgr Airport
rehabilita- | and child public construc- education and the contribu- | extension coxgxstrug- construc-
tion welfare health tion mechanic tions tion tion
assistance arts
................................. 17,373 552 1,007 844 2,737 288
LO07 | .. 184 191 200 200
7,734 96 250 255 439 304
12, 507 354 677 566 1,712 240
35,278 1,725 869 1,532 2, 504 778
10, 063 175 202 200 528 316
...... 7,429 383 304 340 565 111
........ 3,054 184 198 109 200 21
........ 3,993 175 213 196 200 38
........ 13,107 738 486 676 1,719 254
______ 19,720 1,112 1,008 935 2,787 321
...... 3,827 157 225 170 224 300
........ 6, 486 70 241 173 295 232
........ 30, 751 1,108 771 1,377 2,448 580
________ 17,116 411 652 698 1, 848 284
________ 14,917 289 5637 448 1,223 281
________ 13,642 276 399 408 982 302
________ 15,463 176 929 783 2,438 260
________ 13,707 554 737 695 2,044 255
...... , 564 102 268 223 564 131
...... 8,248 320 370 ' 479 927 134
...... 13, 658 283 414 809 1,872 268
...... 25, 040 1,331 833 1,046 2,418 534
________ 16, 903 317 584 539 1,520 368
Mississippi. o ool 14,167 377 867 758 2,183 241
Missouri ... 20, 065 482 700 753 1, 986 384
Montana__..__.______.________.__ 9, 591 151 235 169 200 388
Nebraska_ . ______________ 10,718 196 314 284 607 262
Nevada.. ... ____________ , 034 24 185 113 200 274
New Hampshire. ... ___.___ 3,317 57 215 141 294 51
New Jersey - oo ooooomooeeao 13,992 395 435 753 1, 539 257
New Mexico.. 8,452 98 258 237 490 325
New York._ 44, 04 1, 434 980 2,165 3, 247 898
North Carol 21,121 787 1, 289 1,021 3,373 331
North Dakota X! 85 261 196 s 24 208
[0 N 27,820 514 - 970 1,330 =2,089 ... 502
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Oklshoma. _...____.________.____._______ 14,396 511 600 542 1, 551 311 92 1. __
525

910 9, 577 302
Oregon._. ... 9, 750 272 295 305 196 85 326 7,425 297
Pennsylvania - 35, 208 1, 930 1, 349 1,685 4,278 933 175 996 22, 746 675
Puerto Rico... - 10,083 1 6 813 2, 253 203 50 644 3, 4 470
Rhode Island.. - 3, 969 107 211 167 325 182 78 68 2,620 44
South Carolina. . - 11, 592 462 746 644 1, 889 287 91 849 6,278 184
South Dakota.._.... - 7,804 68 256 184 180 {3 PO 411 6,119 223
Tennessee. .. ........_. - 17, 594 649 925 842 2,683 386 © 103 413 1,149 10,176 268
T eXaS oo - 42,318 915 1, 557 1, 536 4, 550 762 147 654 2,017 29, 167 1,013
Utah_ ... - 6,376 115 244 190 377 " 170 L T, 202 4,764 237
Vormont...._______..__ - 3,184 96 214 135 236 167 T4 | 166 2,052
Virginia. ... ........__ - 15, 081 449 842 772 2,221 344 103 83 922 9,090 255
Virgin Islands.......__ - 293 | .. 175 61 P27/ PR R SR RN S 30
Washington_ .. 11,371 528 378 411 926 228 94 243 399 7, 894 270
‘West Virginia.. 9, 575 611 R35 467 1,384 253 80 |, 94 556 5,318 167
Wisconsin. . - 186, 526 502 606 584 1, 546 361 104 239 824 11,431 339
Wyoming. - 6,047 78 202 130 200 185 ;20 P, 182 4, 766 251
Not yet allotted ... ... ... . 37,641 |oooeeoo... 3,657 |oe o femeeeieeas [ 12 2 I I 261 18,750 5,000
Total, programs for which 1952
estimates for Statesare available?_ 762, 065 23,000 33,000 31, 166 75,000 27,000 5,030 15,000 31, 869 500, 000 21, 000
Total, programs for which 1952 .
estimates for States are not yet A
available__ .. ___________.___._ 2,120,935 |- e ) RN PSSR N
Total, new obligational authority
for Federal aid shown in sched- .
ule E3 .. 2,883,000 |-k oo e b

1Allocations to Stafes are preliminary and subject to later revision.
2 Detail may not add to totals because of rounding.
3 This total does not include new obligational authority for the following (in thousands of dollars):

Veterans: Administration: Grants for veterans’ services and beneflts_ .. . ool 10, 795
Federal Sccurity Agency:
Ald to medical education and local health services (proposed legislation) . ____________.___._..._..__._._.........._..______________ 7, 500
General aid to elementary and secondary education (proposed legislation). ... . __________ T _ 300, 000

Department of Agriculture: Commodity Credit Corporation, donation of commo

O e oo et e et e e e e e 643, 098
Source: U. 8. Buresu of the Budget,
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TaBLE 2.—Estimated distribution among States of Federal grants to State and local
governments for public assistance, agricultural erperiment stations, and school-

lunch programs, fiscal year 1951

[In thousands of dollars]

Department of Agriculture

Federal
- Security
State . pﬁ‘};e]ﬂ;’gs' Agricultural | . - School-
sistance ! experiment Iunch
stations 2 program 2

Alabama 23, 384 322 2,975
Alaska. ____ 925 76 13
Arizona 7,730 . 149 502
ArKaNSaS e 22,045 283 1,992
‘Califernia. ... 130, 630 296 3, 651
R 0703 167 Ve 1o NP 21, 534 * 200 611
Connecticat . .. 9,981 . 170 670
Delaware. .___... 942 121 110
P e 223

Florida___.______ 31,940 194 1, 501
Georgia___.__ 29, 000 357 2, 945
Hawaii..____ 3,162 129 216
Tdaho. . .. e 5, 540 162 383
TInoiS_ . el 60, 991 312 2, 810
Indiana .%o ... 23, 201 299 1,920
Towa___ 21,101 318 1,234
Kansas. . 18, 269 234 961
Kentucky 20, 717 309 2, 590
Louisiana_ . _ .o 63, 605 261 2,707
Maine. ..o 7,456 176 499
Maryland._____ 8, 121 189 880
Massachusetts. ..o oooooooieeL 47,325 161 1,736
Michigan. U . , 550 206" 2,783
MINNESOLA. - - - e eceo oo 25, 347 276 1,532
MLSSISSIPDI - - e e oo oo e 15, 085 329 2, 530
ASSOUrd - oo 58, 506 306 1,979
MONtana. . oo 6, 404 159 238
Nebraska . oo oo 10, 690 212 561
Nevada. oo e een 970 120 58
New Hampshire_ ... ... 3,847 131 261
New Jersey_ oo emmmameam e 13,230 193 1, 598
New Mexico_ 5, 665 © 161 456
New York____. 89, 591 351 4,387
North Carolina_____._._ . .. ... 20, 467 399 3, 664
North Pakota_ ... 4, 531 169 320
L0 11 T 53,830 337 3,285
Oklahoma._ ... - 46, 629 275 1,778
Oregon__._ - 11,215 197 782
Pennsylvania._ - 66, 175 414 4,190
Puerto Rico_.. - 2,974 248 2,875
Rhode Island. ... oo - 5,670 139 266
South Carolina._ _________._. ... - 13, 406 275 2,206
South Dakota. . ... . ___._..________ - 5,297 176 279
Tennessee. . ... - 28, 456 322 2,834
B3 < . T PP - 71, 528 510 4,732
Utah. e - 6,321 211 505
Vermont..._ ... - 2,310 137 211
Virginia_ _ .. - 8,764 284 2,027
Virgin Islands. .« ..o ..ol - )R E: B SR, 52
‘Washington_ _________ ... - 35, 815 216 1,114
West Virginia______ .. ......_.__.._ - 14, 413 259 1,472
‘Wisconsin. .. ... - 24, 536 301 1,531
Wyoming.__________ . - 2,079 139 148
Undistributed . - e ceaee e e e 156 1,625
TOtal L s 1, 265, 545 12, 416 83,498

1 Estimated expenditures.
2 Allotments.

Source: U. S. Bureau of the Budget.
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AUTHORIZATIONS AND ExpENDITURES INCLUDED IN THE 1952 BUDGET FOR
LEeGisLaTION ENACTED BY THE EIGHTIETH AND EIGHTY-FIRST CONGRESSES

The following tabulation lists by agency most of the public laws passed by the
Eightieth and Eighty-first Congresses for which appropriations and/or expendi-
tures are included in the 1952 budget. :

The list does not include legislation affecting the military functions of the
Department of Defense, since detailed estimates for these functions have not yet
been prepared for 1952. Neither does it contain expenditures arising from legis-
lation included in appropriation acts.

No attempt has been made to distribute by agency the cost in fiscal year 1952
of general pay increases to classification and postal employees enacted in the Pay
Acts of 1948 and 1949, or expenditures arising from the Travel Expense Act of
1949. The total estimated effect of these laws in the coming fiscal year is esti-
in?)tled at $550,000,000. This amount is shown as a separate item in the summary

able. . )

Laws authorizing appropriations may affect budget expenditures in two ways:
(1) they may require appropriations and resulting expenditures for a limited
time to carry out a specific project or program, such as a public works project, or
(2) they may require appropriations and expenditures on a continuing basis to
carry out programs or activities for unlimited periods of time, as in the case of
veterans’ pensions. No attempt has been made to segregate these two types of
requirements resulting from laws enacted by the Hightieth and Eighty-first
Congresses. .

Several laws passed by the Eightieth and Eighty-first Congresses increased the
existing authorizations under which certain corporations operate. It would be
most difficult to break down the 1952 expenditures in some corporation checking
accounts to reflect those made against authorizations granted prior to 1947 and
those made subsequent thereto. For example, the Housing Acts of 1948, 1949,
and 1950 provided increases in several existing authorizations. The resultant
expenditures are indistinguishable from those made against the earlier authoriza-
tions. Therefore the attached. tabulation includes, in these cases, the entire
checking-account expenditure on the assumption that the bulk of the expenditure.
in 1952 is against the more recent legislation. .-

Summary— Amounts included in the 1952 budget

Agency Authorization | Expenditure

The Judiciary - e e eeee e $2, 896, 180 $2.672, 850
Executive Office of the President____ . 4, 235, 000 4,3%4, 250
Funds appropriated to the Préesident 45,476, 271 4, 236, 260, 001

Independent offices: :
Civil Service Commission : 94, 524, 500 94, 423, 600
Federal Civil Defense Administration.____.______._.___....___ 450, 000, 000 265, 000, 000
Reconstruction Finance Corporation. _____ i |icemicaeoaiaao- 76, 026, 327
Veterans’ Administration..._.______ ... ... 793, 220, 400 798, 490, 000
[0 T O 26, 921, 000 30, 511, 044
Federal Security Agencey. . . ... iieieaoo 510, 259, 300 576, 663, 397
General Services Administration. . ... ... ______..__ 13, 082, 000 20, 443, 000
Housing and Home Finance Ageney...__ ... . _________._.__ 386, 994, 000 —522, 280, 471
Department of Agriculture..._____________________________._... 959, 313, 790 636, 030, 993
Department of Commerce. ____________ . ______.___.__________. 534, 235, 000 473, 140, 000
Department of Defense (civil funetions) ... 102, 195, 900 83, 798, 400
Department of the Interjor._ 73, 960, 352 60, 767, 094
Department of Justice___ 10, 084, 325 9, 246, 045
Department of Labor..__..______ 19, 122, 692 17, 950, 700
Post Office Department. ... . . oo 23, 730. 000 23, 730, €00
Department of State. . .. . oo oo imieoomaee . 157, 240, 936 162, 609, 062
Treasury Department. ..o e 64, 859, 894 56, 776, 473
Subtotal 1 e 4,272, 351, 540 7. 106, 582, 765

Pay Act legislation and Travel Expense Act of 1949 (represents estimate
of total 1952 cost exclusive of military functions, trust and corporation N

ACCOUNS) oo - - oo e mmnnn 550, 000, 000 500, 000, 0600
B 77 ) VPR 4, 822, 351, 540 7, 606, 582, 765

1 Excludes military functions of Department of Defense.



Authorizations and expenditures included in the 1952 budget for legislation enacted by the 80th and 81st Congs.

Amount included in the

: 1952 budget
Legislative authorization -E%efcgﬁgz(égte Comments
Authorization| Expenditure
THE JUDICIARY
80th Cong.:
Increasing the fees,and allowances for jurors (Public Law 779) . ......__ June 25,1948 $325, 000 $300, 000
Creating a Comnmissioner for the Shenandoah National Park (Public
LW B4) - e May 15,1947 2, 500 2,400
81st Cong.:
Transfer of several offices of the district courts of the District of Colum-
bia budget to Federal Government appropriation (Public Law 201;., Aug. 2,1949 285, 000 264, 000
Creation of additional circuit and district judgeships (Public Law 205)..1 Aug. 3,1949 1,178, 450 1, 090, 000
Creating 2 additional judgeships in northern Illinois (Public Law 691).__| Aug. 14, 1950 9, 500 60. 000
Creating the District Court of Guam (Public Law 630) _.____._...._._. Aug. 1,1950 34, 850 32, 000
Creating additional judgeship in middle district of Georgia (Public
Law 27) Mar. 29, 1949 25, 880 24, 450
Increasing the fees and allowances f _{ July 14,1049 975, 000 900, 000
Total, the Judiciary . e 2, 896, 180 2,672, 850
EXECUTIVE OFFICE OF THE PRESIDENT
80th Cong.:
National Security Act of 1947 (Public Law 253), creating the National | July 26,1947 160, 000 156, 250
Security Council.
National Security Act of 1947 (Public Law 253), creating National |....d0..c..... 4, 000, 000 4, 093, 000
Security Resources Board,
81st Cong.:
T increase the compensation of the President and Vice President, and | Jan. 19,1949 75, 000 75, 000
Speaker of the House of Representatives (Public Law 2).
Total, Exccutive Office of the President. ... .. o oo 4, 235, 000 4, 324, 250
FUNDS APPROPRIATED TO THE PRESIDENT
80th Cong.:
To provide for assistance to Greece and Turkey (Public Law 75) ________ May 22, 1947 0 17, 009, 789
Economic Cooperation Act of 1948 (Public Law 472 as amended) .. _____ Apr. 4,1048 0 [1, 200, 000, 000
81 t%hina Aid Act of 1948 (Public Law 472) ____._.________- e cmmem—ne June 5, 1850 0 45, 350, 212
st Cong.:
Foreign Economic Assistance Act of 1950, title II (Public Law 536): |....d0....._... 0 §, 000, 000
International Development.
Assistance to the Republic of Korea (Public Law 447, as amended by | Feb. 14, 1950 0 65, 000, 000
sec. 107 of Public Law 535). June 5, 1950
Mutual Defense Assistance Act of 1949 (Public Law 329) ....__........ Opt. 6, 1949 44, 476, 271 12, 500, 000, 000

(44
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Disaster Relief Act of 1950 (Public Law 875), authorizing aid to locali-
ties affected by major disasters.
Defense Production Act of 1950 (Public Law TT4) e

Total, Funds Appropriated to the President......__.._..__.__.__....
INDEPENDENT OFFICES
AMERICAN BATTLE MOUMENTS COMMISSION
80th Cong: Repatriation of Dead from World War II (Public Law 368) ._...

CIVIL SERVICE COMMISSION
80th Cong.:

Omnibus amendment to Civil Service Retirement Act of May 29, 1930,
as amended (Public Law 426).

Postal Rate Revision and Federal Employees Salary Act of 1948 (Public
Law 900).

81st Cong.:

To amend Civil Service Retirement Act of May 29, 1930, as amended,
to provide survivorship benefits for widows or widowers of persons
retiring undersuch Act (Public Law 310).

Postal Pay Act of 1949 (Public Law 428), to provide additional compen-
sation and other benefits for postmasters, officers, and employees in
the postal field service, and Classification Act of 1949 (Public Law
429), to establish a standard schedule of rates of basic compensation
for certain Federal employees.

Classification Act of 1949 (Public Law 429), to establish a standard
schedule of rates of basic compensation for certain employees.
To provide certain benefits for annuitants who retired under the Civil
iervicc&letirement Act of May 29, 1930, prior to Apr. 1, 1948 (Public

aw 601).
Lighthouse Service Widows' Benefit Act (Public Law 719), to provide
ls;\eneﬁts for widows of certain former employees of the Lighthouse

ervice,

Total, Civil Service Commission . ..o oo e iimmooioo.
COMMISSION ON RENOVATION OF THE EXECUTIVE MANSION

8lst Cong.: Providing for 8 Commission on Renovation of the Executive
Mansion (Public Law 40).

DISPLACED PERSONS coMMIésmN
8ist Cong.: Displaced Persons Act (Public Law 555)

FEDERAL CIVIL DEFENSE ADMINISTRATION

81st Cong.: Federal Civil Defense Act of 1950 (Public Law 920), to pro-
vide a national program of civil defense against enemy attack.

Sept. 30, 1950
Sept. 8,1950

Aug. 5,1947

Apr. 1,1948
June 30, 1948

Sept. 30,1949

Oct. 28,1949

Sept 11,1950

Apr, 13,1949

June 16, 1950

Jan. 12,1951

1,000, 600 900, 000
0| 403,000,000

45,476, 271 14, 236, 260, 001
4, 000, 000 6, 200, 000
64,000,000 | 64,000, 000
10,779,400 | 10,779, 400
8, 200, 000 8, 200, 000
5, 335, 200 5, 335, 200
607, 000 629, 000

5, 200, 000 5,200, 000
312,900 280, 000
94,524,500 | 94,423,600
33,000 36, 500

8, 260, 000 8, 020, 000
450,000,000 | 265,000, 000

Authorizes a total of $5,000,000; first increment included in
1952 budget.

Grants authority to Battle Monuments Commission for
construction in cemeteries.

'Liberalized annuities and provided survivorship benefits.

Represents the additional payment due Retirement Fund.
(Does not cover pay increase to Commission personnel.)

Payment to retirement fund.

Administrative expenses. (Do @ not include pay increase
to Commission personnel.)
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Authorizations and expenditures included in the 1952 budget for legislation enacted by the 80th and 81st Congs.~—Continued

Amount included in the

. 1952 budget
T N Effective date
Legislative authorization of the act Comments
Authorization| Expenditure
INDEPENDENT OFrFiCES—Continued
OFFICE OF THE HOUSING EXPEDITER
81st Cong.: Housing and Rent Act of 1950 (Public Law 574) el July 1,1950 0 $584, 659
. MOTOR CARRIER CLAIMS COMMISSION
80th Cong.: Motor Carrier Claims Commission Act (Public Law 880)_._.__ July 2,1948 $40, 000 46,000
" NATIONAL ADVISORY. COMMITTEE FOR AERONAUTICS
81st Cong.: ’ .
Al]lj:horizir;g creation of 10 professional and scientific positions (Public | July 13,1949 22, 500 22, 500
aw 167).
Unitary Wind Tunnel Plan Act of 1949 (Public Law 415).___________ .| Oct. 27,1949 0 8, 000, 000
Authorizing leave of absence for graduate study for NACA personnel | Apr. 11,1950 50, 000 50, 000
employees (Public Law 472). -
Total, Nutwonal Advisory Committee for Aeronauties. ... oo .|ocoooooooo... 72, 500 8,072, 500
' NATIONAL LABOR RELATIONS BOARD .
80th Cong.: Labor-Management Relations Act of 1947 (Public Law 101), | Aug. 22,1947 3, 895, 500 3,918,385 | Represents net increase, i. e., additional cost over the cost
authorizing appropriation for administration of act. of administering old law.
NATIONAL SCIENCE FOUNDATION ’
8lst Cong.: National Science Foundation Act of 1950 (Public Law 507)_.__| May 10, 1950 10, 000, 000 3, 025, 000
RECONSTRUCTION FINANCE CORPORATION B
80th Cong.: Reconstruction Finance Corporation Act, as amended (Public | May 25,1948 0 42, 695, 327
Law 548), extending the life of the Corporation and making certain
changes in some sections of the act.
81st Cong.:
Tg extend the Rubber Act of 1948, and for other purposes (Public Law | June 24,1950 0 | —47,393, 000
75).
To extend for 5 years authority to provide for the maintenance of a do- | Aug. 21,1950 0 554, 000
mestic tin-smelting industry (Public Law 723). v :
Abach Production Act of 1950 (Public Law 683) ... ... ..o Aug. 10, 1950 0 15, 170, 000

29
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Federal Civil Defense Act of 1950 (Public Law 920), au‘\horizing Corpo-
ration to aid in financing civil defense projects.

Totai, Reconstructiog, Finance Corporation._..._..._...._._..__.__
SUBVERSIVE ACTIVITIES CONTROL BOARD
81st Cong.: ‘Subversive Activities Control Act of 1950 (Public Law 831)___

VETERANS’ ADMINISTRATION
80th Cong.:
To assist by grants-in-aid the Republic of the Philippines in providing
medical care and treatment of certain veterans (Public Law 865).
To authorize and direct the Administrator of -Veterans’ Affairs to
acquire Camp White and Schick Hospital for use as ‘domiciliary
facilities (Public Law 577). :

Increase in amount of Federal aid to State homes for domiciliary care
from $300;to $500 per annum (Public Law 531).

Provided congressional sanction to payment of full-time subsistence for
institutional on-the-farm training (Public Law 377).

Increased subsistence allowance for veterans (Public Law 411) ...

Increased subsistence for farm trainees and raised income ceilings (Pub-
lic Law 512).

Increased pension rates for Spanish-American and Civil War veterans
and their dependents (Public Law 270).

Increased pension rates for Indian War veterans and their dependents
(Public Law 398). .

Increased compensation rates for dependents of deceased veterans
(Public Law 868).

Increased compensation rates for peacetime veterans and their depend-
ents (Public Law 876).

To provide compensation for dependents of veterans with a 60 percent
or more disability (Public Law 877).

81st Cong.:

Increase in rates of compensation of certain employees of the Depart-
ment of Medicine and Surgery (Public Law 349). :

Authorization to determine all disabilities of Spanish-American War,
Boxer Rehellion, and Philippine Insurrection as service-connected
for purpose of granting out-patient care (Public Law 791).

Authorization to rate dentists as specialists and, therefore, eligible for
25 percent extra pay (Public Law 758).

Jan. 12,1951

Sept. 22, 1950
July 1, 1948

June 3, 1§4S

June 1,1948

Aug. 6,1947

Feb. 14,1948

May 4,1948
July 30,1947
19, 1948

1, 1948

Jan.
July
July 21948

Dec. 1,1949
Sept. 19, 1950

Sept. 5,1950

0 68, 000, 000

0 76,026, 327

620, 000 608, 000

1, 100, 000 6, 650, 000

2, 700, 000 2, 600, 000

1, 638, 000 1, 600, 000
252, 000, 000 | 250, 500, 000
197,000,000 | 195, 500, 000
1, 000, 000 1, 000, 000
23,155,000 23,155, 000
209, 000 209, 000

62, 830, 000 62, 830, 000
2, 376,000 2, 376, 000
66, 091, 000 66, 091, 000
15, 986, 200 15, 766, 000
1, 600, 000 1, 200, 000
8,200 8,000

Extended to June 30, 1956, by Public Law 823, 81st Cong.

$147,000,000 is the result of the increase in rates on the
number estimated to be in training in 1952; $102,000,000
represents the net additional cost of 139,000 veterans esti-
mated to be in training because of the increased sub-
sistence payments; $1,500,000 is for administrative
expenses.

$109,000,000 is the result of the increase in rates on the
number estimated to be in training in 1952, (average of
$153 per year for 710,000 nonfarm trainees); $85,000,000
represents the net additional cost of providing training
to an estimated 10 percent of college and below college
trainees for 1952 who would not be in training if subsist-
ence rates had not been increased; $1,500,000 is for ad-
ministrative expenses. N

Increased the subsistence payments to 400,000 trainees by
an estimated average of $2.50 each.

Cost of providing average increase of $137.50 annually for
168,400 cases.

Cost of providing average increase of $110 annually for 1,900
cases.

Cost of providing average incréase of $181.56 annually for
about 346,000 compensation cases.

Cost of providing average increase of $36 annually for
66,000 cases. :

Cost of providing average increase of $344.58 annually for
191,800 cases.

LNEAISHYd THL 40 LY0ddY DIWONOJE 1661 XUVANVL

94



Authorizations and expenditures included in the 1952 budget for legisiation enacled by the 80th and 81st Congs.—Continuéd

Amount included in the

' : 1952 budget
R s Effective date v
Legislative authorization of the act Comments
Authorization| Expenditure
INDEPENDENT OFrIcES—Continued
VETERANS’ ADMINISTRATION—continued
81st Cong.—Continued

Provided for additional tuition payments to nonprofit schools (Iand- | June 23,1950 $1, 000, 000 $1, 000, 000
grant colleges) (Public Law 571). )

Amendment to National Housing Act. Increased guaranty on homes | Apr. 20,1950 22, 500, 000 25, 500,000 | Tt is estimated that 150,000 more loans will be guaranteed
to 60 percent of loan, or & maximum of $7,500. Extended to include in 1952 than would otherwise occur. The average gratuity
widows of deceased veterans who had not used their entitlement. is $150.  $3,000,000 is for administrative expenses.
?xtende)d maturity period on home loans from 25 to 30 years (Public

Law 475). .

General increase for all compensation rates, including cases covered by | Oct. 10,1949 | 103, 549, 000 103, 549,000 | Cost of providing average increase of $51.39 annually for
Pubhlic Laws 868, 876, and 877, 80th Cong.; also provides-compensa- 2,015,000 cases.
tion allowance for dependents of veterans with a 50 percent degree of
of disability (Public Law 339). :

Increased compensation rates for veterans with a presumptive service- | Oct. 29, 1949 6, 943, 000 6,943,000 | Cost of providing average increase of $46.69 annually for
connected disability who had been inadvertently omitted {from cov- 148,700 cases.
crage by Public Law 339, 8ist Cong. (Public Law 435). : . :

Extension of presumptive service-connection for tuberculosis cases | June 23,1950 22,315, 000 22,293,000 | Cost of providing an average of $1,603.19 annually to 13,500
{(Public Law 573). . additional cases. About $650,000 is for administrative

’ expenses.

Extension of Public Law 16 to all veterans who entered service and be- | Dee. 28, 1950 2, 544, 000 2,544,000 | Provides average subsistence allowance of $1,272 to 2,000
came disabled after June 27, 1950 (Public Law 894): veterans.

To provide housing with special facilities for veterans with specific { Sept. 7,1949 * 5,700, 000 6, 200, 000 | Expanded coverage for types of injury which were not
disabilities, such as spinal cord injury (Public Law 286). ' covered by Public Law 702, 80th Cong. (act of June 19,

. 1948). It is estimated that .this paraplegic housing pro-
gram will provide for authorization of 613 houses in 1952.
Extension of Public Law 16 to all veterans who entered. service and | Dec. 28,1950 976, 000 976,000 | Provides average of $488 for tuition, supplies, and equip-
became disabled after June 27, 1950 (Public Law 894). ment for 2,000 veterans.
’l‘dfal, Veterans’ Administration. ... o |emimacimaaas 703, 220, 400 | 798, 490, 000
Total, Independent Offices. ..o o[l 1, 364, 665, 900 |1, 264, 450, 971
FEDERAL SECURITY AGENCY
80th Cong.: , : .

Army-Navy-Public Health Service Medical Officer Procurement Act | Sept.” 1,1947 1, 470, 000 1,400,000 | Provides $100 per month bonus for medical personnel vol-
of 1947 (Public Law 363. unteering for service. .

National Heart Act (PuBlic Law 655) June °16,1948 2, 415, 000 5,550,000 | Created National Heart Institute. i

Public Health Service personnel (Public Law 425) Feb. 28,1948 42, ,000 | Provides for training of Public Health Service personnel

R . . at universities.

9¢
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Water Pollution Control Act (Public Law 845) . _....__.______________

Providing for the treatment of sexual psychopaths in the District of
gg;umbia and establishes commitments proceedings (Public Law

Socia].Security Act amendment grants to Statesdfor public assistance
(Public Law 642), :

Transferring administration of Federal Credit Union Act from Federal
Deposit Insurance Corporation to FSA (Public Law 813),

81st Cong.:.

Oleomargarine-tax repeal (Public Law450)_._______.______________
E)ﬁcnsg%n)of vocational education benefits to Virgin Islands (Public
aw 462).
School construction in federally affected areas (Public Law 815)
Maintenance and operation
lic Law 874). .
Omnibus Medical Research Act (Public Law 692), created Institutes
of Arthritis, Neurology, and Blindness.
Hosp)ital Survey and Construction Amendments of 1949 (Public Law
0).

of schools in federally affected areas (Pub-

Por% )Security Act, increasing strength of Coast-Guard, (Public Law
679). :

71:0)0 amendment, grants to States for public assistance
34).

Social Sceurity
(Public Law

Social Security Act amendments, grants to States for maternal and
child welfare, FSA (Public Law 734).

Rehabhilitation of Navajo and Hopi Indians (Public Law 47:1) ..........

Felge;al Property and Administrative Services Act of 1949 (Public Law
2). -

Amendment to Federal Property and Administrative Services Act of
1949 providing for disposal by FSA of surplus personal property to
Public Health institutions (Public Law 754).

Total, Federal Security AZeNey. ... .cooeommomee oo

July
June

1,1948
9,1948

Sept. 1,1948

July 29,1948

July 1,1950
Mar. 18, 1950

Sept. 23, 1950
Sept. 30, 1950

1, 1950
25,1949

Aug.
Oct.

Aug. 9,1950

Sept. 1,1950

July 1,1950

July 11,1950

June 30,1949

Sept. 5, 1950

4, 910, 000 5, 000, 000
50, 00! 50,0

218,000,000 | 218, 000, 000

212, 000 212, 000

262, 000 241, 500

0, 40, 000

50,000,000 | 77,750, 000

29,283,300 | 29, 175, 000

1, 000, 000 900, 000

______________ 37,771,897

600, 000 600, 000

190, 000,000 | 190, 000, 000

11,092,000 | 9.083, 000

300, 000 300, 000

253,000 235,000

80, 000 78, 000

510,259,300 | 576, 663, 397

Program limited to 5 years (July 1, 1948 to June 30, 1953).

Amounts shown are approximations representing estimate *
of costs of increased Federal share of State expenditures
éorb(;}daage assistance, aid to dependent children and aid

o blind.

Appropriation represents Federal support from general
funds of Treasury, previously paid from general revenues
of Federal Deposit Insurance Corporation.

Increased annual authorization for hospital construction
grants from $75,000,000 to $150,000,000; extended program
to June 30, 19565; authorized change in matching require-
ments for new program of grants for research, experi-
ments and demonstrations in hospital resources utiliza-
tion and deveclopment.

Increases in Coast Guard strength are reflected in increases
in the hospital and medical care program of the Public
Health Service which furnished medical service to the
Coast Guard. .

Amounts shown are approximations representing estimates
of costs of amendments which established new categorics
of Federal aid (1) to permanently and totally disabled,
(2) Puerto Rico and Virgin Islands; (3) costs of medical
care to vendors of such care; and liberalized aid to de-
pendent children and aid to blind programs.

Increased maximum authorization for grants to States for
maternal and child health, crippled children and child
welfare.

Amounts shown are approximation of estimated cost of
increased Federal share of payments to Navajo and Hopi
}ndcilans residing on reservations or on allotted or trust

ands.

Provided for disposal by FSA of surplus, real and personal
property to education institutions and real property to
public health institutions.
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Awuthorizations and expenditures included in the 1952 budget for legislation enacted by the 80th and 81st Congs.—Continued

Amount included in the

. 1952 budget
. - Effective date
Legislative authorization of the act Comments
Authorization| Expenditure
INDEPENDENT OFFICES— Continued
GENERAL SERVICES ADMINISTRATION
81st Cong.:
Federal Property and Administrative Services Act, 1949 (Public Law | July 1,1949 $8, 082, 000 $7,000,000 | Created General Services Administration and autborized
152). ' . acceleration of Government property, supply, and
: records management activities.
Renovation and improvement of Federal buildings outside District |- June 16,1949 5, 000, 000 7,100,000 | Total authorization of $30,000,000, of which $20,000,000 ap-
of Columbia (Public Law 105). propriated prior to 1952.

Sites and planning (Public Law 105) .o do_..oo-. 0 4,000,000 | For acquisition of sites and preparation of plans for Federal
buildings outside District of Columbia. Authorization
%0,000,000 of which $13,000,000 made available prior to

52.

Federal Office Building, Nashville, Tenn. (Public Law 119). __...__... June 23, 1949 0 200,000 } To complete construction.

General Accounting Office Building (Public Law 10) . ... Feb. 25,1949 0 1, 057, 000 Do.

Renovation and modernization of Executive Mansion (Public Law 119) .| June 23,1949 0 1, 086, 600 Do.

Total, General Services Administration. ... oo 13, 082, 000 20, 443, 000
HOUSING AND HOME FINANCE AGENCY
80th Cong.: :

Federal National Mortgage Association (Public Law 864) ... .cocooaoon July 11,1948 0 [—530,259,870 | Amends title III of National Housing Act to provide
secondary mortgage market for Federal Housing Admin-
istration insured, and Veterans’ Administration guar-

: . ‘ anteed mortgages.

Housing Act of 1948 (Public Law 901) - C e e oo ceemeecccemaeees Aug. 10,1948 0 4,042,486 | Provides financial assistance for.the production of pre-
fabricated houses, housing components, or for large-scale
modernized site construction. Also .amended FHA
insurance provisions; broadened FNMA coverage; and
authorized limited research relating to standardized
buildiog codes and materials,

81st Cong.: o

Alaska Housing Act (Public Law 52) . oo cnomomcmcecaeamcccaanaes Apr. 23,1949 102, 000 3,405,340 | To facilitate the necessary construction of housing in Alaska
through loans to the Alaska Housing Authority and
liberalized FHA and FNMA provisions. Authorized
$15,000,000 revolving fund of which $10,000,000 has been
appropriated.
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80th Cong.

81st Cong

Housing Act of 1949 (Public Law 171):
1. Administration
2. Slum clearance and urban redevelopment,
3. United States Housing Act program

Advance planning of non-Federal public works (Public Law 352).____.

Hg.nsing Act of 1950 (Public Law 475), loans to educational institu-
jons,
3

Total, Housing and Home Finance Agency...__.. S
DEPARTMENT OF AGRICULTURE

Act of Feb. 28, 1947 (Public Law 8), authorizes approprlatlons for |
combating foot-and-mouth disease in’ Mexico. ’

Federal Insecticide, Fungicide, and Rodenticide Act of 1947 (Public
Law 104), authorizes appropriations for expanded insecticide work.

Forest Pest Control Act of 1947 (Public Law 110), authorizes appro- |
priations for expanded program on controt of forest pests.

Federal Crop Insurance Act of 1947 (Public Law 320, as amended by
Public Law 268, 81st Cong.).

Sugar Act of 1948 (Public Law 388) . . oo iiceial] :

Control of golden nematodm (Public Law 645)
Cattle grub research and control (Public Law 651)____
Consohdauon of Superjor National Forest areas (Public Law 733)

Federnl-Ald Highway Acts of 1948 and 1950 (Public Law 834) and Public
Law 769, 81st, Cong.

Agricultural Act of 1948 (Public Law 897) and amendment of Soil Con-
servation and Domestic Allotment Act (Public Law 817, 81st Cong.).

Housing Act of 1049 (Public Law 171) .. _.._____.._.._______._._____..

Cotton acreage allotments and marketing quotas (Puklic Law 272) ...

Agricultural Act of 1949 (de’ﬂc Law 439)

TJuly

Oct.
Apr. 20,1950

15, 1949

13,1949

Feb. 28,1947

June

Aug.
Aug.

June

June
June

June

July

July

Aug.

25,1947

1,1947

8, 1947
15,1948
16, 1948
22,1948
29,1948

3,1948

15,1949

29,1949

. 31,1019

3,292, 000 2, 950, 000
350,000,000 | 65, 208, 741
27,400, 000 |—111, 774, 380
" 6,000,000 | 8,000,000
200,000 | 36,147, 212
]
386, 994, 000 || —522, 280, 471 |
|
32,700,000 | 32,701,700
225,000 | 215,000
900, 000 | 900, 000 |
ki
—3,800,000 | —3, 750,000 -
73,300,000 | 70,775,000 !
467,000 450, 000
50, 000 | 49, 00U
150,000 | 150, 000
17, 500, 000 f 16, 598, 000 |
285,000,000 (. 280, 000, 000
il
)
27,433,050 | 27, 548, 050
0| —2 700,000
427,000,000 | 169, 010, 503
L)

Authorized new programs of (1) slum clearance and urban
redevelopment (1 billion dollars in loans and 500 million
dollars in capital grants over 5-year period); (2) low-rent
public housing (810,000 units over 6-year period and
established 1.5 billion dellar revolving fund): and (3)
housing research.

Authorized appropriation of $100,000,000 over 2-year period.
Program expires Oct. 13, 1951.

Authorized financial assistance to educational institutions
to provide housing for students and faculty. Established
$300,000,000 loan fund.

T'o reimburse CCC for 1950 program expenses.

Extended tcrmmntlon date of program from Dec. 31, 1947
to Dec. 31, .

Authorizes appropriations of $500,000 for land acquisition.
Balance of authorization for 1953 and later is $125,000.
17.5 million dollars authorized for 1952-53.

Acts authorized extensions of conser vation and use program,

Authorized $250,000,000 loan program for housmg, $25 000,000
loan and grant program for building improvements and
farmn cnlargement, and $5,000,000 for contributions to
borrowers on potentially adcquatu farms. Balance of
$250,000,000 authorized program available after 1952 is
$161,000,000. .

Cottont acreage minimum under prior legislation was
$27,400,000. Act of Aug. 29, 1949, reduced minimum to
21 000 000 acres. EQumated c\pendxturcs in 1952 budget
based on 27,000,000 acres, or 400,000 acres less than pro-
viously mxmd'\tory, results -in savings estimated at
2.7 million dollars in CCC expenditures.

Authorization to cancel notes of CCC to restore cnpxml
impairment.
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. Authorizations and expenditures included in the 1952 budget for legislation enacted by the 80th and 81st Congs.——Continued

W
Amou%;;gluged in the .
islativ izati Effective date udget
Legislative authorization of the act Comments
Authorization| Expenditure
DEPARTMENT OF AGRICULTURE—Continued
81st Cong.—Continued
Cotton-peanuts acreage allotments, potato price supports (Public | Mar. 31,1950 0 |—$65, 000,000 | Act provides that after 1950 crop there will be no price
Law 471). . ' support on potatoes unless marketing quotas are in effect.
: Estimated savings based on 1951 expenditure rate.
Reforestation and revegetation (Public Law 348) ______.____._..______. Oct. 10,1949 $200, 000 200,000 | Act authorized accelerated program for reforestation and
R revegetation: 4.5 million dollars for 1951, and 6.75 million
dollars for 1952, 9 million dollars for 1953, 10.5 million
dollars for 1954, 13 million dollars for each year from 1955
. to 1965, and such amount tas needed thereafter.
Amendment to Bankhead-Jones Farm Tenant Act and Water Facili- | Oct. 19, 1049 9, 000, 000 8.700,000 | Act made homestead entrymen eligible for loans.
ties Act for loans to hdmestead entrymen (Public Law 361).

Amendment of Clarke-McNary Act to increase appropriation author- | Oct. 26,1949 700, 000 700,000 | Act increased appropriation authorizations from 9.1 mil-

izations for cooperative forestry programs (Public Law 392). lion dollars to 23 million dollars.

Cooperative agricultural extension work (Public Law 406)___ __..___.__|._._. do-uooo... 101, 090 101,090 | Act extended sec. 23 of Bankhead-Jones Act of 1935 to
Puerto Rico. Authorized $101,090 for 1951, and addi-
tional $100,000 each year up to $401,090.

Extension work in Alaska (Public Law 417) .. . ____ ... . ... Oct. 27,1949 42,150 42,150 | Act authorized benefits of Bankhead-Tones Act of 1935
and Capper-Ketcham Act to extend to Alaska on same

‘ basis as to States.

International Wheat Agreement Act of 1949 (Public Law 421) .. ._____|.____ doeo_.. 76, 808, 000 76,808,000 | Act authorized appropriations to reimburse CCC for cost
of the 4-year program.

Rural telephone program, act to amend Rural Electrification Act of | Oct. 28,1949 10, 400, 000 21, 375, 000

1936 (Public Law 423). . . .

Forest Service administration (Public Law 478) . ... ____....__.__ Apr. 24,1950 750, 000 745,000 | Act authorized appropriation of grazing receipts equal -to
10 cents per animal-unit-month for range improvements.

Perishable Agricultural Commodities Act (Public Law 554) . ... _..... June 15,1950 350, 000 375,000 | Act increased license fees and authorized establishment of
special fund into which fees are deposited for expenses of
administration.

Research in Alaska (Public Law 739) ... _.___. e | Aug. 29,1950 37, 500 37, 500 Ai{ gxtended benefits to Alasks of Adams and Purnell

cts. .
Agricultural Act of 1948 (Public Law 897) and Amendment of Soil | July 3,1948 | 285,000,000 | 280,000,000 | Acts authorized extensions of conservation and use pro-
Conservation and Domestic Allotment Act (Public Law 817) 8lst gram.
Cong. .
Total, Department of Agriculture. - .. e |cememcemacs 959, 313,790 | 636, 030, 993
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DEPARTMENT OF COMMERCE
80th Cong.:
Collection and publication of statistical information by the Bureau of
the Census (Public Law 671).
Federal-Aid Highway Acts of 1948 and 1950 (Publlc Law 834, 80th
Cong. and Public Law 769, 81st Cong.):
Federal-aid postwar highways._..
Forest highways._...__._.._._
Tongass Forest highways...
Access roads (Act of 1950) ...
Inter-American Highway.
Public lands highways
T(} aut};gsr)xze Coast Guard to operate ocean weather stations (Pubhc
Law
Disposal of su Fplus airports (Public Law 289)._. ... _....__....__
Extension of Federal Airport Act to V1rgm Islands (Public Law 486
and Public Law 404 of 81st Cong.).
Construction and operation of public airports, Territory of Alaska
(Pubhc Law 562 and Public Law 454 of 81st Cong.).
81st Cong.
Housmg Act of 1949 (Public Law 171) ..
Periodic census of governments (Public Law 76
Construction of additional Washington airport (Public Law 762) ..
T'o amend Civil Aeronautics Act of 1938 (Public Law 778)
Construction and equipment of radio laboratory for National Bureau
of Standards (Public Law 366).
Construction and equipment of guided-missiles laboratory for National
Bureau of Standards (Public Law 386) .

Total, Department of COMMErCe. ...« noeoeem ot cceee e

DEPARTMENT OF DEFENSE, CIviL, FUNCTIONS
8uth Cong.:
Corps of Engineers:
River and Harbor Acts of 1948 and 1950 (Public Law 858 and Public
Law 516, 81st Cong.), authorizes examinations and surveys and
construction of certain river and harbor improvements.
Flood Control Acts of 1948 and 1950 (Public Law 858 and Publlc
Law 516, 81st Cong.), authorizes ‘examinations and surveys agd
construction of certain flood-control projects and increases author-
izations for appropriations on others.
81st Cong.: The Panama Canal—Public Law 223 provides for special
training of employees and payments to discharged prisoners.

Total, Department of Defense, civil funcetions. . ..ooooooaooo o

June 19,1948

June 29,1948

TJune 22 148"

July 30,1947
Apr. 17,1948

.May 28,1948

July 15,1949
Septd 7,1950

Sept. 9,1950
Oct. 25 1949

300,000 272,000
500, 000,000 | 420,000, 000
20, 000, GOO 25,000,000
3, 500, 000 4, 200, 000

0 4, 500, 000

4,000, 000 4, 600, 000

0 2,000, 000

1, 300, 000 1 100, 060
230, 000 200, 000

30, 600 50, 000

450, 000 4, 850, 000

1, 700, 000 1, 900, 000
2, 250,000 600, 000
0 975, 000

475,000 425,000

0 1, 768 000

0 700, 000

534, 235,000 | 473, 140, 000
20, 625, 000 17, 525,000
81, 567, 500 66, 270, 000
3,400 3, 400

102, 195, 900 83, 798, 400

Authorized and directed taking the census of manufactures,
mining, and business.

Authorization of $500,000,000 a year for 2 years (1952-53).
Authorization of $20,000; 000 8 year for 2 years (1952-53).
Authorization of 3.5 mllhon dollars a year for 1951-52.
1950 act authorized $10,000,000.

Authorization of $4,000,000 a year for 1951-52.

1950 act authorized $5,000,000 a year for 1951-52.

Authorized $17,000,000 for construction.
Provided for Census of Housing.

Authorized $14,000,000.
Security traffic control.
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Authorizations and expendituies included in the 1952 budget for legislation enacted by the 80th and 81st Congs.—Continued

Kennewick division (Public Law 629).

\ Amouné;5i2uglu&ie% in the
. i 1 udge :
Legislative authorization Efg%‘?ﬁ;ig?te Comments
Authorization| Expenditure
DEPARTMENT OF THE INTERIOR
80th Cong.: .
Flathead Indian irrigation project in Montana (Public Law 554).____ _ May 25,1948 $264, 000 $240, 000
P?vid%%%)for payments to Choctaw and Chickasaw Indians (Public | June 24,1948 25,000 A
aw . .
Amendments to the Synthetic Liquid Fuel Act (Public Law 443 and Mar. 15,1948 8, 534, 000 7,450,000 | Amendments exterd life of basic Synthetic Liguid Fuels
Public Law 812, 81st Cong.). Act to Apr. 5, 1955, dnd raise appropriation authoriza-
tion of program to $85,000,000 from original $30,000,0u0.
Construction, equipment, and maintenance of lignite research labora- | Mar. 25, 1948 200, 000 180, 0CO
. tory in North Dakota (Public Law 454). .
To eStablish Theodore Roosevelt National Memorial Park and Mon- | Apr. 25,1947 77, 590 74, G00
ument in Medora, N. Dak. (Public Law 38). .
To establish De Soto National Monument (Public Law 441) .. _.___.. Mar. 11,1948 12,436 11,400
To establish Fort Sumpter National Monument (Public Law 504)..._| Apr. 28,1948 31, 263 29,000
To provide school facilities for children of employees of Yellowstone | June 4,1948 18, 603 20, 600
National Park (Public Law 604). * .
To establish Fort Vancouver National Monument (Public Law 715)..| June 19,1948 20, 624 18, 000
To establish Independence National Historical Park, construction, | June 28,1948 282, 500 1, 320, 000
National Park Service (Public Law 795).
Sockeye Salmon Fishery Act of 1947, provides for protection, preserva- | July 29,1947 8,000 8, 000
tion, and extension of the sockeye salmon fishery of the Fraser River
system (Public Law 255). . )
Authorizes exploration, investigation; development, and maintenance | Aug. 4,1947 766, 500 750, 000
of the fishery resources and industry of the Territories and island
gé)gs)sgssions in the tropieal and subtropical Pacific Ocean (Public Law
Transfers to the Secretary of the Interior the Crab Orchard Creek project | Aung. 51947 321, 000 310, 000
and the Illinois Ordnance Plant for the purposes of agriculture, indus-
try, recreation, and wildlife conservation (Public Law 361).
Authorizes acquisition and maintenance of wildlife management and | May 18,1948 332, 000 315, 000
control areas in California (Public Law 534). . :
Authorizes Fish and Wildlife Service to undertake studies of clams | May 26,1948 91, 000 89, 000
(Public Law 556). : .
Authorizing the President to approve thé trusteeship agreement for the | July 18,1947 5, 980, 000 5, 200, 000
Territory of the Pacific Islands (Public Law 204).
Bureau of Reclamation:
Construction: T'o relocate the boundaries and reduce the area of the | July 30, 1947 6, 870, 000 5, 902, 500
Gila project, Arizona (Public Law 272).
General investigations: To authorizé Yakima project, Washington, | June 12,1948 44, 000 37,000
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81st Cong.: - : '

Authorization for an appropriation to construct a county hospital at | Oct. 31,1948 1, 000, 000 1, 000, 000
Albuquerque, N. Mex., and to provide for treatment of Indians
(Public Law 438). . }

Rehabilitation of the Navajo and Hopi Tribes of Indians and for other | Apr. 19,1950 5,937,000 5,150, 000 ‘
purposes (Public Law 474). . ‘

To provide funds on cooperative basis with Territorial school authori- | Sept. 21, 1950 . 35, 000 5,000
fies I?f Ngm)e, Alaska, for construction and equipment of school (Pub- .
ic Law 802).

Compact for distribution of water of Upper Colorado River between | Apr. 6,1049 175, 000 157, 000
Colorado, New Mexico, Utah, and Wyoming (Public Law 37). |
Compact for distribution of water of Pecos River between New Mexico | May 31, 1649 40, 000 36, 000 |
and Texas (Public Law 91). ‘
Compact for distribution of water of Arkansas River between Colorado | June 9,1949 20, 000 18, 000

and Kansas (Public Law 82).

To establish St. Croix National Monument (Public Law 87) June® 8,1949 12, 000 10, 500 |
To provide for Suitland Parkway Scrvice (Public Law 242)..__ Aug. 17,1949 900, 117 771,000 |
Toﬁgrovide for a survey for a Mississippi River Parkway (Public Law.| Aug. 24,1949 |.___.____"____ 75, 000
262). ‘
To provide for Baltimore-Washington Parkway (Public Law 643)_____ Aug. 3,1950 5,000, 000 4, 500, 000
'1‘% uutgé)or)ize acquisition of property in Mount Ranier Park (Public.| Sept. 21,1950 310, 000 310, 000 |
aw . i 1
To provide for Ft. Caroline Commemoration (Public Law 803) . _.___.__|..__. Ao ... 40, 000 40, 000- 1
To provide for Old Stone House, D. C. (Public Law 836)_..______ -_-| Sept. 25,1950 90, 000 90, 000 i
Public Law 66—Created Gulf States Marine Fisheries Commission and.| May 19,1949 328, 000 320, 000 ;
named Fish and Wildlife Service as primary research agency for the . i
commission. : |
Public Law 240—Authorizes construction and rehabilitation of certain.[ Aug. 18,1949 388, 000 -360, 000 ‘
fish hatcheries. “Authorizes investigation of Atlantic shad and sea ‘
lampreys in Great Lakes. . : - :
‘Whaling Convention Act of 1949 (Public Law 676)—Authorizes regu-.| Aug. 9,1950 18, 000 17, 0600 ‘
lation of whaling and gives effect to the international convention for |
the regulation of whaling. . :

Federal Aid in Fish Restoration and Management Act (Public Law | July 1,1950 3,000, 000 1, 100, 000
681)—Authorizes appropriation of receipts from tax on sports fishery .
equipment for. purposes of this act.

Public Law 730—Authorizes and directs the Secretary of the Interior | Aug. 25,1950 .91, 000 * 77,000 | Authorizes the appropriation of not to exceed $250,00Q per |
to undertake'studies of Atlantic coast fish species for the purpose of annum. ‘
developing and protecting fishery resources. :

Northwest Atlantic Fisheries Act of 1950 (Public Law 845)—Makes | Sept. 27,1950 251, 000 221, 000 v

effective the International Convention for the Northwest Atlantic
Fisheries which calls for enforcement of regulations and research of
resources. .

Virgin Islands Corporation Act (Public Law 149)—To incorporate the | June 30, 1949 3, 955, 000 1, 140, 160
existing Virgin Islands Company and redefine its purposes. i

Alaska Public Works Act (Public Law 264)—To authorize useful public | Aug. 24, 1949 10, 000, 000 9, 885, 358 | $70,000,000 authorized for period 1949 to 1955.
works to aid in Alaska development.

O?gmbic Act of Guam (Public Law 630)—To provide civil government | Aug. 1,1950 253, 110 210, 000
or Guam,
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Authorizations and expenditures included in the 1952 budget for legislation enacted by the 80th and 81st Congs.—Continued

Amount included in the

. 1952 budget
. . Effective date
Legislative authorization of the act . Comments
Authorization| Expenditure
DEPARTMENT OF THE INTERIOR—Continued
81st Cong.—Continued
Bureau of Reclamation:
Construetion: :
To authorize Palisades Dam and Reservoir project (American | Sept. 30, 1950 $1, 300, 000 $900, 000
Falls power plant) (Public Law 864).
To authorize completion of Buffalo Rapids project, Montana | Oct. 10,1949 177, 600 106, 000
(Public Law 336). -
To authorize Eklutna project, Alaska (Public Law 628)..._..- July 31,1950 5, 761, 400 4, 100, 000
To authorize Eden project, Wyoming (Public Law 132)....__. June 28,1949 2, 000, 000 1, 900, 000
To authorize the American River Basin development, Cali- | Oct. 14,1949 7,013, 609 5, 260, 206
fornia (Central Valley) (Public Law 356).
To authorize Sacramento Valley irrigation canals, Central | Sept. 26,1950 150, 000 120, 000
Valley project, California (Public Law 839). )
QGeneral investigations:
To authorize Minidoka project, Idaho, North Side pumping | Sept. 30,1950 127,000 100, 000
division (Public Law 864).
To authorize Weber Basin project, Utah (Public Law 273)____. Aug. 29,1949 341,000 290, 000
'1‘(}4 authori)ze Middle Rio Grande project, New Mexico (Public | May 17,1950 258, 000 220, 000
aw 516).
To authorize Vermejo project, New Mexico (Public Law 848)_.| Sept. 27,1950 10, 000 9, 000
. T'o authorize Canadian River project, Texas (Public Law 898).; Dec. 20,1950 100, 000 !
Total, Department of the Interior _ . ... 73, 960, 352 60, 767, 094
DEPARTMENT OF JUSTICE
80th Cong.: :
Payment of claims of persons of Japanese ancestry interned at outbreak | July 2,1948 950, 000 905, 000
of World War IT (Public Law 886).
Personnel serving under Foreign Assistance Act of 1948 required to be | Apr. 3,1948 300, 000 280, 000
i{llves‘tiggz;ted by FBI within 3 months after employment (Public
aw 472).
Selective Service Act of 1948 (Public Law 759, as amended) .. _......... June 24,1948 500, 000 450, 000
The act of Aug. 4, 1947 (Public Law 357) authorizing admission to the | Aug. 4,1947 11, 000 10, 800
United States of various aliens incident to establishment of the per-
manent headquarters of the United Nations in the United States.
United States Information and Educational Exchange Act of 1048 | Jan. . 27,1948 . 11,000 10, 800
(Public Law 402)—Interchange between the United States and other
countries of students, trainees, teachers, guest instructors, professors,

and leaders in fields of specialized knowledge or skill.
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The act of July 1, 1048 (Public Law 863)—Removed previous bar agalnst
s;lspenswn of deportation of aliens racially ineligible for naturaliza-
tion. -

Internal Security Act, 1950 (Public Law 831)—Registration and control
of subversive elements. N

To increase fees and witnesses in United States courts and before
United States Commissioners (Public Law 59).

Foreign Economic Assistance (Public Law 535). ... ___.._______

Control anchorage and movement of foreign flag vessels in United
States waters (Public Law 679).

Prohibiting transportation of gambling devices in interstate and foreign
cominerce (Public Law 906).

For treatment and rehabilitation of youth offenders (Public Law 865) _ .

Authorizing the Department of Justice to award ‘to outstanding cour-
ageous young Americans a medal for heroism (Public Law 638).

Authorizing psychiatric examination of prisoners (Public Law 285)

To provide a civil government for Guam (Public Law 630) ... _.......

To authorize the appointment of two additional distriet judges for the
northern district of Illinois (Public Law 691)

Total, Department of Justice

. DEPARTMENT o¥ LAROR

80th Cong.: Labor-Management Relations Act, 1947 (Pubilic Law 101)
81st Cong.:

Total, Department of Labor.__

80th Cong.:
Compensation to persons acting for fourth-class postmasters on leave
(Public Law 211).
Inﬁreaseﬁg;}uipment maintenance allowance to rural carriers (Public
aw 467).
Increase powerboat rates to Alaska (Public Law 578) . _______________
. Authorizes Postmaster General to renew 4-year star route contracts by
negotiation (Public Law 669).
Annusl and sick leave to rural carriers (Public Law 44) . ._____________
Alitomggig increases to certain classes of temporary employees (Public
aw 684).
Increase travel allowances to railway postal clerks (Public Law 687).
81st Cong.:
Research and development program (Public Law 231).._
Iuﬁmasgee?lupment maintenance allowance to rural ca
aw 381).
Promotions to certain classes of employees (Public Law 492)
Per diem for clerks at military posts (Public Law 552)

_ Total, Post Office Department

July 1,1948

Sept. 23, 1950
May 15,1949

June 5,1950
Aug. 9,1950

Jan, 2,1851

Sept. 30,1950
Aug. 3,1950

Sept. 7,1949
Aug. 1,1950

Aug. 14,1950

Aug. 22,1947
11,1949
. 26,1949
14,1949
July 22,1947
Mar. 31,1948

June 3, 1948
June 19, 1948

Apr. 30,1047
June 19, 1948

Aug. 16,1949
Oct. 25,1950

Apr. 29,1950
June 15,1950

82, 600 81, 000
6, 250, 000 5,709, 500
465, 000 445,000
1, 100, 000 1, 000, 000
200, 3
100, 000 75, 000
75,050 ' 67,545
, 5,000
5,000 5, 000
23,925 21, 500
5,750 5,400
10,084, 325 9, 246, 045
112,962 107, 500
72,130 67, 200
3,784, 600 3, 565, 900
15,153,000 | 14,210,100
19,122,692 | 17, 950, 700
2, 200, 000 2, 200, 000
4,600,000 | - 4, 600,000
125, 000 125, 000
6, 810, 000 6,810, 000
1, 200, 000 1, 200, 000
95, 000 95, 000
3, 000, 000 3,000, 000
500, 000 500, 000
4,600, 000 4, 600, 000
-500, 000 500, 000
100, 000 100, 000
23,730,000 | 23,730, 000
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Authorizations and expenditures included in the 1952 budget for legislation enacted by the 80th and 81st Congs.—Continued

* Legislative authorization

Effective date
of the act

Comments

DEPARTMENT OF STATE
80th Cong.:
 Sockeye Salmon Fishery Act of 1947 (Public Law 255), to provide for
the protection, preservation and extension of the sockeye salmon
fishery of the Frazer River system and for other purposes.
J oé&;, resolution authorizing a loan to the United Nations (Public Law

To authorize increase in the annual appropriation for the maintenance
and operation of the Gorgas Memorial Laboratory (Public Law 867).

Philippine Rehabilitation Act of 1946, as amended (Public Law 882).__

Acceptance by United States of the Constitution of the International
Labor Organization (Public Law 843, as amended by Public Law
806, 81st Cong.).

Providing for membership and participation in the South Pacific Com-
mission by the United States (Public Law 403, amended by Public
TLaw 806, 81st Cong.).

United States Information and Educational Exchange Act of 1948
(Public Law 402), to enable the Government of the United States to
promote a better understanding of the United States in other coun-
tries and to increase mutual understanding between the people of
the United States and the people of other countries.

Providing for membership and participation by the United States in
in the World Health Organization (Public Law 643, as amended by
Public Law 806, 81st Cong.).

Providing for participation by the Government of the United States
in the Pan American Railway Congress and authorizing appropria-
tion therefor (Public Law 794).

Providing for participation of United States in the Interparliamentary
Union for Promotion of International Arbitration (Public Law 409).

Providing for membership of United States in Caribbean Commission
(Public Law 431).

Providing for the reincorporation and extension of the Institute of Inter-
American Affairs (Institute of Inter-American Affairs Act, Public
Law 369, as amended by Public Law 283, 81st Cong.).

81st Cong: .

To amend UN Participation Act of 1945 (Public Law 341)

To guthorize apﬁropriation of $110,000 already paid to United States by
Iran (Public Law 861).

July 29,1947

Aug. 11,1948
July 11,1948
July 2,1948
June 30, 1948

Jan. 28,1948

Jan. 27,1948

"June 14,1948

June 28,1948

‘Feb. 6,1948
Mar. 4,148
Aug. 5,1947
Oct. 10,1949

[ Sept. 29, 1950

- Aug. 24,1949 |

Use of payments by Finnish Government on World War I debts for
education of citizens of Finland in United States (Public Law 265):

Amount included in the
1952 budget
Aut_horization Expenditure

$166, 350 $158, 700
.............. 4,858,205
117, 600 117, 600
75, 800 75, 800
1,466,412 | 1,466,412
52, 208 52, 208
115,000,000 | 117, 248, 603
!
2,481,150 | 2,481,150
, 5,000 |, 5,000
30,000 | 30,000
]
© 127,088 127,058
0 1,310,000
17,876,100 | 17,834,814
.............. 30, 000
306, 176 457,781,

' $65,000,000 authorized.

t Authorized appropriation of not to exceed $150,000 each

. year for maintenance and operation of the laboratory.
i

|

!

!

!

lAuthorized appropriations of $560,000 for contribution to
|” the working capital fund of WHO, not to exceed
' $3,000,000 annually for payments by United States for
i its share of the expenses of the organization, and such
; additional sums as may be necessary.

§

; Authorized appropriation of $30,000 annually.

‘[Authorized appropriations not to exceed $142,000 annually
+ and such additional sums as may be needed.
i Authorized $35,000,000 through June 30, 1955,

i
* Authorized $110,000 for education of Iranian students in the

| * United States.

99
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‘Whaling Convention Act of 1049 (Public LawW 676) cco e mmeee-

To give effect to treaty with Mexico of Jan. 25, 1949, and with Costa
Rica of May 31, 1949 (Tuna Convention Act 0f 1950, Public Law 764).

Implementation of treaty of Feb. 3, 1944, with Mexico (American-Mexi-
can Treaty Act of 1950, Public Law 780).

International Wheat Agreement Act of 1949 (Public Law 421). __.______

To settle certain claims of the Government of the United States on its
own behalf and on behalf of American nationals again